





MARI ‘ ENT CONTINUING = 


ZeMAGALINE 
ALLSTREET | 


and BUSINESS ANALYST 
PTEMBER 26, 1959 , 





























85 ‘CENTS 


Il U. S. Spend Itself ; BUSINESS AND ECONOMICS 
4 Bankruptcy Through — ft 
ckdoor” Spending? fi. 


he Russians say we will 
By McLELLAN SMITH _ 
he Drive Toward , 


NTHETICS — To Provide . 





World with Low Priced . ft 
Consumer Goods ag eo 
By ROBERT B. SHAW —_ 


* 


G59 Mid-Year 
Dividend ‘Forecarte 


In this Issue — Part Vil on 
urrent World Over-Production 4 


ON-FERROUS METALS 2 
By WILLIAM F. BOERICKE 
x 


iking a Long Look Ahead 
HEMICAL INDUSTRY 


By RALPH SCHULZ 
* 


Product Expansion Helps 


PAPER INDUSTRY 


To Adjust Over-Capacity 
By BURTON H. WHEELER 


* 
er Sales-Slower Profit Recovery 


or OIL EQUIPMENTS 


By CHARLES W. HAYNIE 


| INDIA Stands ‘at 


| 
ilogical-Economic Crossroads j 
j By STEWART HENSLEY 





This is one of a series of ads which Gulf has addressed to those who 
write and edit the news. It is reprinted here as a service of information. 








GULF PRESS CONFERENCE 








A service of Gulf Oil Corporation in the cause 
of creating—through the facts as we see them 
—a fuller understanding of the oil industry. 


How competitive are the oil giants? 


Periodically, oil’s critics revive an old familiar story. 
Through some kind of back-room collusion, they 
suggest, the oil giants limit competition. They rig 
prices or otherwise conspire to their advantage. Some- 


Q. Let’sclarify what we mean by“‘giants.” 
How big are oil companies? 

A, Look over any list of the U.S.” big- 
gest companies. You'll find oil com- 
panies on it. This is true whether the 
measure is total assets, sales or what- 
have-you. And it’s no accident. Oil com- 
panies feed one of our biggest appetites. 
In finding oil, their risks are high. And 
every Operating step—transporting, re- 
fining, marketing oil—is a giant, com- 
plex one. 

Q. Doesn’t this situation in itself serve to 
scare off competition? 

A, Not true. For every oil giant, there 
are hundreds of small to medium com- 
panies. Today’s oil industry is made up 
of some 170,000 independent companies, 
And these companies are active in every 
phase of the business. 

Q. Doesn't oil face the same trend so 
many other industries do? Aren’t the big 
ones getting bigger? 

A. The facts may surprise you. Let’s 
take the country’s five top oil companies 
(of which Gulf is one), Comparing U. S. 
refinery runs, 1958 vs. 1948, we find the 
giants’ total in barrels per day is up, 
2,985,355 as against 2,431,950. They have 
grown in assets and production. But... 
over the same 10 years, these companies” 
overall share of market has actually 
dropped. 

Q. How do you reach this conclusion? 
A. In this period, the industry as a whole 
boosted its runs to 7,605,700 barrels a 
day from 5,596,600. A little comparing 
shows the giants’ share is down from 
43.5% to 39.3%. Counter to the general 
trend, the small and medium companies 
are getting a growing slice of the expand- 
ing market. 


Q. But look at our gasoline prices. What 
break does the consumer get? 

A. Yu judge. Subtract the taxes you pay 
on a gallon of today’s gasoline — often 
10¢ a gallon or more—and you find it is 
a bargain few other commodities can 
match. As a result of competition and 
technological efficiencies, it costs just 
about the same as it did in the early 
°20’s. And three gallons do the work 
four used to do. 


Q. What about the price-rigging charges 
that oil’s critics make? 

A. The facts categorically deny them. At 
Gulf Coast refineries, the going price for 
gasoline bought in tankers is called the 
“effective” price. By definition, this is 
a competitive price—the lowest price a 
seller quotes that other sellers will meet. 
And in 1958, this price seesawed 10 times. 
For 100 octane, it ranged from 14¢ to 
12.6¢ a gallon. That’s quite a range when 
you translate it into bulk gallonage. 


Q. Is this openly competitive price struc- 
ture reflected all along the line? 


A, It starts right with the purchase of 
crude oil. Here, prices respond to the 
refiners’ demand. Obviously, the public 
doesn’t buy crude oil. But it should be 
pointed out that, both here and at the 
refinery, the public does strongly influ- 
ence pricing. It does this through its de- 
mand for the more than 2,500 consumer 
products derived from oil. 


Q. The prices that seem to count most 
are consumer prices. What of them? 


A. Here, prices vary all over the map as 
the competitive situation varies. Let’s 
take gasoline again. Most of us live and 
drive in one area. We aren’t too aware of 
price variations, But look at some typi- 


times, it is obvious these critics have disregarded the 
facts. Other times, they have misunderstood them or 
miscalculated their effect. In light of this, what exactly 
are the facts?.. 


cal dealer selling prices of Good Gulf 


per gallon, as they were without tax on 
August 1: New York, 24.5¢; Atlanta, 
22.4¢; Houston, 20.7¢; Boston, 18.4¢; and 
Chicago, 23.9¢. 
Q. What of other oil products? Is price 
competition as free-swinging? 
A, In many cases, it’s even keener. In 
gasoline’s case, it’s just about the only 
product people use to move their cars. 
But take home heating oils. Here, there’s 
an added reason to keep prices competi- 
tive. If a company doesn’t, it'll quickly 
lose out to natural gas and other forms 
of heating. 
Q. Beyond pricing, how does our ‘‘com- 
petition among giants” work out? 
A. They face a unique technical com- 
petition, for one thing. If a refiner wants 
to stay in business, he must constantly 
try to get a better product yield from 
each barrel of crude than his competitor. 
And he must match this yield to the spe- 
cific market demand for oil products. 
Beyond this, the giants square off every- 
where any company would, In short, 
everywhere they meet. And that means 
from the oil-hunting fields right to the 
service station ramp. 
Q. Oil isa world-wide business. How com- 
petitive is world competition? 
A. Here, you have to add in the com- 
petition of every other oil-consuming 
country. Many, remember, have little or 
no crude oil of their own. The fight for 
oil concession rights is intense. And no 
oil is profitable until it is sold. Finding 
markets and moving oil economically 
are fights in themselves. 

We welcome further questions and comment. 


Please address them to Gulf Oil Corp., 
Room 1300, Gulf Bldg., Pittsburgh 30, Pa. 
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Southern California 


tdison Company 


DIVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi- 
dends: 


COMMON STOCK 
Dividend No. 199 
65 cents per share; 


PREFERENCE STOCK, 

4.48% CONVERTIBLE SERIES 
Dividend Nz. 50 

28 cents per share; 
PREFERENCE STOCK, 

4.56% CONVERTIBLE SERIES 
Dividend No. 46 

28/2 cents per share 


The above dividends are pay- 
able October 31, 1959 to 
stockholders of record Octo 
ber 5. Checks will be mailed 
from the Company's office in 
Los Angele 5, October 30. 


P. C. HALE, Treasurer 


September 17, 1959 
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CONSOLIDATED 
NATURAL GAS 
COMPANY 


30 Rockefeller Plaze 
New York 20, N. Y¥. 


DIvIpEND No. 47 


Tux BOARD OF DIRECTORS 
has this day declared a regular 
quarterly dividend of Fifty-Two 
and One-Half Cents (5214¢) 
per share on the capital stock of 
the Company, payable Novem- 
ber 16, 1959 to stockholders 
of record at the close of busi- 
ness October 15, 1959. 

JOHN MILLER, Secretary 


September 15, 1959 
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The Trend of Events 


WILL SPECIAL SESSION BE CALLED? . . . Congress can- 
not be criticized severely enough for failing to autho- 
rize an increase in bond interest rates. 

At this crucial time in our affairs, partisanship 
has no place in legislation of this type. In the special 
feature in this issue, “Important Legislative Gains 
... and the 3 Key Issues Submerged — Demanding 
Action in 1960,” we call attention to the fact that 
not only has the procrastination of Congress made 
it impossible for our government to sell bonds in a 
market where investors demand a higher return, but 
that our lawmakers, by merely postponing any solu- 
tion of the long-term debt to a later date, are taking 
the risk that interest rates may be very much higher! 

At the same time, by obliging the Treasury to 
finance through short-term paper, they are adding 
fuel to the inflationary spiral, since short-term issues 
are readily convertible into cash and have the effect 
of dangerously increasing the money supply. 

How could Congress possibly have neglected this 
matter in the face of the fact that the Canadian Gov- 
ernment is already issuing 
long-term bonds to yield 


ing which has already started. 

The matter resolves itself down to recognizing 
and living with the fact that interest rates have 
risen and may go higher before flattening out. Our 
lawmakers in Congress have thus far been unwilling 
to take the steps necessary to set our financial house 
in order, and the longer they procrastinate the more 
it is going to cost the taxpayers. 

The whole matter is not only tied up with our 
domestic situation, but with our position abroad. 
And, should there be any recessionary slackening of 
business, we can expect earmarked gold to be de- 
manded by those countries showing a favorable 
balance of trade with us. 

The coming issue will carry a story dealing with 
this matter — the size of our gold holdings — the 
amount needed to back our currency — and what has 
already been earmarked. 

And, if the call upon us reached sizable proportions, 
obliging the government to embargo gold, we would 
then be faced with a new set of consequences. 

Thus, although the Presi- 
dent has stated that no special 





614%, and Australia just 
marketed long-term issues on 
a 514% basis. And especially 
too, since the interest on the 
FHA-insured loans guaran- 
teed by our government is 
likely to be raised from 514% 
to 534%—as a measure de- 
signed to prevent a continuing 
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slackening off in home build- ° f 





We call the attention of the reader to 
our Trend Forecaster, which appears as 
a regular feature of the Business Ana- 
lyst. This department presents a valu- 
able market analysis of importance to 
investors and business men. To keep 
abreast of the forces that may shape 
tomorrow’s markets, don’t miss this 


session would be called, we be- 
lieve that under certain cir- 
cumstances it is a likely con- 
tingency. 

I wonder whether the law- 
makers, thinking in terms of 
their election next year, have 
considered the unfavorable 
affect on their prospects, of a 
serious financial situation. 
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As 9 See Jt! 


by Charles Benedict — from New York 
and James J. Butler— from Washington 


ORATORY AND A GAY SMILE IS NOT ENOUGH... 


—Nor Is A Disarmament Proposal 
Which Does Not Put An End To Revolutionary Subversion 
And Infiltration In Any Country The Commies Want To Take Over 





NOTE: Mr. Khrushchev’s speech at the UN 
just came over the ticker as we were going to 
press with this editorial. In it he offers a dis- 
armament proposal that scraps every weapon 
except the one which the Soviet Union has 
used most successfully in destroying the sover- 
eignty of the countries which they have marked 
for conquest and enslavement. 











N carefully reading Mr. Khrushchev’s disarma- 
ment proposal, we find that it is directed mainly 
toward the break-up of NATO — the freeing of 
Russian armed forces to fill the labor shortage gap, 
— and cutting the huge costs involved in the arma- 
ments race, to speed civilian production. 

No assurance is offered the United States and the 
West in the matter of control and inspection. That 
is something that was left to be settled later, if 
the Soviets did not change their minds, as they have 
in the past. In a word, Mr. Khrushchev’s proposal is 
merely a reiteration of the propaganda that has 
been pouring out of the Soviet Union for a long time 
past, under the guise of a peace offer, without their 
willingness to actually insure peace. Nor do they 
in any way offér to suspend subversive efforts either 
directly or through their stooges. In the past, when 
this step has been urged upon them they have al- 
ways turned a deaf ear. And this is understandable, 
because it is their determined purpose, which Mr. 
Khrushchev has reiterated again and again since he 
has been here, that the Soviet Union expects to over- 
throw the capitalistic system and install communism 
in its place. This is what he means when he says 
peaceful coexistence! 

His insincerity was obvious when he prefaced his 
peace plan with the “realistic” demand that Red 
China, the rampant aggressor in Tibet and India, 
be admitted to the United Nations, while he referred 
to Nationalist China as a corpse, and to Formosa as 
an area which must be taken over by the Reds. 


K’s Main Purpose 


Actually we believe that Khrushchev’s latest at- 
tempt at a disarmament program is, as usual, just 
pure propaganda, and a camouflage for his main 
purpose in coming here, which was to establish trade 


4 


relations with the United States and to secure the 

necessary financing for the purpose of insuring the 

success of his 7-Year Plan. 

Just where he stands with respect to trade with 
the United States, and what concessions he will be 
willing to make on Berlin, and the type of disarma- 
ment with inspection that we can accept in exchange 
for supplying him with the goods he wants and 
needs, remains to be seen. These are the hard facts 
that he must be made to face — but which he is 
avoiding by protestations of peaceful intentions and 
other blandishments. 

Thus far he has run the gamut from affability to 
arrogance — from ad lib humor to fits of temper 
when heckled for a definite answer to a direct ques- 
tion. He had been thoroughly prepared in advance 
on all questions that Americans would be likely to 
ask, and, outside of glib and humorous asides, he 
stuck to his text. 

But the heckling, groaning and hissing at the 
dinner given by the New York Economic Club, 
when he refused to answer direct questions and 
resorted to prepared speeches, riled him — but un- 
doubtedly aroused this shrewd man to the realization 
that there are adjustments he will have to make if 
he wants to accomplish anything in this country. 

In fact, there is much that Mr. Khrushchev will 
have to reconsider, for in the short time he has been 
here he has come directly in contact with the temper 
of our people — with our industrial, financial and 
political leaders. He learned many things at first- 
hand — among many others... 

—That a cut in arms spending is not going to pro- 
duce the tailspin in our economy that he counted 
on to make us avid for Russian trade. 

—That, altogether, industry and government have 
many more profitable avenues open for rehabilita- 
tion, development and expansion in our country 
to take up the slack. 

—That private investments in other lands will mean 
additional employment in the homeland, as well 
as in the countries abroad — and will create new 
and expanding markets. 

—That our industry is strongly financed and re- 
sourceful . . . the assets of our banks stupendous. 

—That the wealth of our citizens and their solid 
buying power is higher than that of any nation, 
and gives our industry the advantage of the 
greatest free trade market in the world. 
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—We are so strong that, while we may be discom- 
moded again and again by Soviet economic war- 
fare in various areas, we are never seriously 
affected. 

—_That continually selling at a loss is a great danger 
for Russia because of the many weaknesses, both 
political and economic, that exist in the Soviet 
Union. 

—That our know-how and genius give us the edge 
over Russia in this stage of revolutionary adjust- 
ments in materials and products of all kinds, a 
field in which the United States has been making 
enormous headway. 

He must be made to realize that 
there is full awareness in this 
country of the conditions and 
needs in the Soviet Union, and 
that we know trade is of the es- 
sence as far as his country is con- 
cerned. And that we are fully 
aware too that he is here trying 
to close trade deals that Mikoyan 
and Koslov initiated, but were 
unable to put through on their 
visits. 


Angling For Trade In The Way 
Of The Orient 


Up to now, Khrushchev has 
clothed with ambiguities his dis- 
cussions with respect to trade 
with the United States. In every 
statement ard propazanda release 
that preceded his visit to these 
shores, the essentiality of resum- 
ed commerce between his country 
and ours was stressed. in 

But when he went to the Na- 
tional Press Club microphone and 
delivered his prepared speech, he 
made international trade the core 
of any plar. for ending the cold 











FOOD SHOPPERS in Sverdlovsk 
market find very limited 
selections of meat. And fresh 
vegetables are high in price. 


PRIVATE ENTERPRISE 
the Soviet Union consists 
mostly of small operations sch 
as this—a farmer selling produce 
from the tiny plot which the 
Government lets hin farn 


Nations, he was speaking to the people of the United 
States — to those who would read the news about 
what he had to say or would hear him on the radio 
or watch the live performance on television. 

On the whole, his assurance — his stage presence 
— would do credit to a Barrymore. There was a 
certain air of aloofness or condescension throughout. 
When he scored a telling propaganda point he beam- 
ed victoriously. Both in his delivery — and as it 
was translated into English —- he was encouraged 
in this attitude by a clique of Russian newsmen and 
official party members in the Press Club and at the 
UN who got the message in the native tongue and 











for himself. 








war. Yet, in the question and 

answer period, he played our industrial capacity and 
his need down, and said, in effect (to borrow a line 
from the musical “Annie Get Your Gun’’), “Any- 
thing You Can Do, I Can Do Better”. 

But the storm broke when he was pressed to be 
specific and asked: ‘“‘What particularly do you wart 
to buy from us and what particularly do you wish 
to sell to us?”. Here his temper flared, and, shaking 
his fists, he declaimed he was not here to beg, or 
with hat in hand, or with long arms to reach into 
our pockets; Russia, he said was catching up with 
all types of United States production, already it 
excelled us in some lines, eventually would be far 
ahead in all departments. ‘““‘We have enough of our 
own. We should buy what we need, and you should 
sell what you want to sell... As for concrete negotia- 
tions on trade, if there is a desire to conduct such 
negotiations,” he hedged, ‘“‘the persons to do so will 
be forthcoming.” 

Of course we know that these claims were made 
in the manner of oriental bargaining and are far 
from the truth. 

But we must remember that at the Press Club, 
and in New York at the Mayor’s luncheon, the din- 
ner given by the Economic Club, and at the United 
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cou'dn’t wait to register their happy indorsement. 

Khrushchev was not only talking to the people of 
the United States, but to a wor!d-wide audience, and, 
as he has shown in Los Angeles and elsewhere, he is 
concentrating entirely on his mission and does not 
tolerate anything but what he wants to hear and see. 

His return to Russia will leave many questions 
unanswered — many misstatements unchallenged 
— many misconceptions uncleared for better or for 
worse. 

That does not mean that obvious misstatements of 
fact and pronaganda now can be allowed to stand. 
There is much to be explained and set straight. And 
it must be answered by spokesmen here whose words 
command attention the world over. 

The answer to Mr. Khrushchev, however, will 
come after his talk with President Eisenhower at 
Camp David, where he is sure to learn that agree- 
ments to assure the peace that will open trade chan- 
nels must be definite and sound — that bluff and 
bluster will not do. 

This is the message that Mr. Khruschev, as Chair- 
man of the Soviet Council of Ministers. will take 
back to Russia, where the ultimate decision will be 
reached. 








Market Adjustment Continuing 


Under influence of uncertainties and the marked shift in investment-speculative psycho- 


logy, stock prices have retreated further with 


little relief. No firm support level is yet in- 


dicated. Continue to defer new buying, especially of speculative issues. Hold long-pull in- 


vestment positions in good stocks. 


By John W. 


W eak rallying tendencies at times during 
the last fortnight merely served to indicate conti- 
nuing restricted demand for stocks in a market still 
thin enough at present to be pushed lower by a rel- 
atively moderate volume of selling. 

The fall from the summer highs was extended on 
a fairly broad front, taking the averages to new 
lows for this adjustment phase at last week’s closing 
level. Where a firm stand might be made—presum- 
ably to be followed by a period of selective trading- 
range fluctuation—necessarily remains conjectural. 
All technical indicators suggest risk of some further 


MEASURING MARKET SUPPORT 
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retreat. None can throw much light on the ques- 
tion of how much it could amount to. 

Calling for caution, there has been a wide change 
in the Market Support Measurements charted on 
this page, with Supply rising over Demand during 
the trading week ended September 11 for the first 
time since early August of 1957. The latter crossing 
occurred with the industrial average off less than 
5% from its high, and with some four-fifths of the 
1957 fall of 101 points—discounting the 1957-1958 
business recession—still ahead. 

Over the last fortnight, declines in individual 
stocks outnumbered issues on the plus 
side by a ratio around five to one. Last 
week, 344 issues, or close to a fourth of 
issues traded, fell to new lows for 1959 
or longer, while only 13 were able to 
record new highs—in both respects the 
poorest showing in a long time. 


Scope Of The Sell-Off 


The rail average has fallen to the 
lowest level since last November. Utili- 
ties have lost nearly all of the partial 
summer recovery and are within a small 
fraction of their intermediate-reaction 
low of last June. Broad measures of 
stock prices, including our weekly in- 
dexes, have failed to hold above the sup- 
port level established on the late May 
and early June technical setback. 

The Dow industrial average is off 
over 7.7% from the early-August high 
and stands a small distance, especially 
when measured by percentage, above 
the June 9 reaction low around 617 at 
closing level, It has, of course, given up 
more than dll of the enthusiastic sum- 
mer rise, as customarily measured from 
the May close; and has cancelled slight- 
ly more than a fifth of the entire prior 
advance made from the October, 1957, 
low point. 

Assuming that this is an intermediate 
adjustment, on the argument that ap- 
parent business prospects for late 1959 
and for a period at least well into 1960 
would seem to justify nothing worse, it 
has already gone a goodly distance. In 
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the modern market, shake- 
downs — as distinct from 
declines in anticipation of 
business recession __ have 


TREND INDICATORS 


VEARLY RANGE 1951-1958 
tome 





rarely run inuch, if any, be- aa 
yond 10%. 

However, it must be kept 
in mind that, as measured 
by price-earnings ratios 
and dividend yields, we had 
a highly optimistic, exu- 
berant market around, and 
for some time, prior to the 
summer top; and that ris- 
ing money rates, now at 
the highest level in many as 
years and still pointing up- 
ward, are on the sobering 
side. If corrective retrace- oy, , 
ment of the 1957-1959 rise ws} " tel 
should extend to a fourth or wo} | tt 
a third — cited as present 155], 
possibilities, not a predic- 
tion — the world would not 
come to an end, and the 
basic appeal of good stocks 
would be much enhanced. 
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Change In Psychology 


Through most of the 
summer, investors and 
speculators viewed near- 
term and long-range po- 
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tentials with extraordinary 
confidence, putting higher 
and higher valuations on 
earnings; and ignoring the 
rise of both short-term and long-term money rates 
to levels well above prevailing stock yields. “Infla- 
tion’ was the popular answer to any question about 
the steadily developing excess in the stock market. 

The prior excess is the primary reason for this 
adjustment, which probably would have come in 
some degree by this time in any event. The further 
it goes, the greater is the shift in investment-spec- 
ulative sentiment. For the present, caution is feed- 
ing on caution, as hopes fed on hopes through the 
long and large rise in stock prices. 

As usual, the change in psychology is out of pro- 
portion to changes in fundamentals and in prospects, 
so far as the latter can now be judged. As usual, the 
decline is popularly blamed on news factors, which 
have contributed to it, and made investors feel more 
uncertain; but did not cause it. 

Up to this writing, Khruschev has given us gene- 
ralities and propaganda. If anything better is of- 
fered, it probably would surprise and not disturb 
most investors. The market probably has made more 
than ample allowance for uncertainty on this score. 

It remains unclear when, how and on what terms 
the steel strike will be ended. If it is ended for 80 
days by Taft-Hartley-Act injunction, that is no set- 
tlement. The President might not intervene before 
2arly or mid-October. Allowing for the several weeks 
‘equired to restore normal steel operations after a 
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long shut-down, the post-strike rebound in industrial 
activity would not amount to much before Novem- 
ber. Meanwhile, steel shortages are now spreading, 
with adverse effects on production, employment and 
aggregate wage income. 


The Money-Rate Factor 


There is nothing new in rising money rates, ex- 
cepting in degree; and the degree should not have 
surprised informed investors. Bond yields crossed 
stock yields over a year ago. The Treasury 91-day 
bill rate did so in June. But now, it seems, this is 
something for the stock market belatedly to worry 
about. Active business, Treasury financing needs 
and the Reserve Board’s credit-restraint policy will 
take money rates still higher, but that is not likely 
to choke off business progress for at least some time. 

The Reserve’s function is to “lean against the 
wind” of inflation or deflation — not to play a key 
role in making a money crisis and inducing a busi- 
ness slump. Obviously, the Board expects active 
business and inflationary price pressure over the 
period ahead. That’s what the market was bulled on 
until it fell of its own swollen weight. How far will 
it fall? Wait and see, while retaining advantageous 
long-term stock investments and delaying adding 
to commitments. 

Monday, September 21. 
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Important legislative gains...and the 
3 KEY ISSUES SUBMERGED 


— Demanding action in 1960 
By JAMES J. BUTLER 


A session-end spurt that saved the Congressional 
product from the mire of mediocrity by writing a 
record of swift accomplishments highpointed by a 
stiff, but fair, labor union reform bill, simultaneous- 
ly stirred hopes of gains in the second session, be- 
ginning in January. 

The Congress that adjourned Sept. 15 bore slight 
resemblance in attitude or program to the one 
gaveled into existence Jan. 7. Along the route the 
rules of the game were sharply rewritten. No single 
development threw that switch, but if one factor may 
be considered more important than the rest it would 
be the emergence of President Eisenhower as a strong 
leader. The President’s growth in this respect dates 
from the day his No. 1 assistant, Sherman Adams, 
packed his bags and departed Washington. Mr. Eisen- 
hower had depended upon Adams to the point of soft- 


pedaling his own leadership qualities and permitting 
his powers of persuasion and Congressional vote re- 
cruitment to atrophy. Deprived of the services of his 
Chief of Staff, the President waded into the details 
of office. Success followed success. It is noteworthy 
that Republicans in Congress who had publicly re- 
sented Adams for martinet tactics, and because he 
slammed the White House door in their faces, were 
quick to close ranks behind the elected leader. 

The session taught many lessons. It destroyed a 
few shibboleths, among them the notion that a Presi- 
dent of one political party is helpless at the hands of 
a Congress overwhelmingly of the opposition party. 
Ike kept almost intact his record of successful vetoes. 
Some were close calls, one of them saved by a single 
vote. He was defeated only on the public works “pork 
barrel” veto. It was principally on money bills that 
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the President invoked 
his Constitutional 
right. His successes 
contributed to keep 
the budget imbal- 
ance, millions, if not 
billions of dollars, 
under the figure at 
which it was expect- 
ed to stand come fis- 
cal year’s end. 

To sustain his posi- 
tion in a veto, a Presi- 
dent needs only the 
backing of one-third 
of the voting mem- 
bers of either the 
Senate or the House. 
Party line voting nor- 
mally would insure 
that a veto will be up- 
held. But there sel- 
dom is straight 
party-line action: de- 
fections are found, so 
the greater the ma- 
jority held by the op- 
position party the 
more difficult to hold 
the required one- 
third. A review of 
roll calls on Ike’s 
messages of rejection 
shows that not only 
did his forces hold, 
but also that he won democratic support each time. 

Without such aid, Ike’s batting record could not 
have been so high — a facet that is significant in 
assaying the record to find whether the President’s 
leadership was synthetic, backed by strong party 
regulars, or was broad enough to impress the op- 
posing political camp. The fact is that there are 
GOP members in each House who might feel more 
at home in the camp of democrats, and the same is 
true of the demmies. There is in Congress today a 
hard core of conservatives who refuse blindly to 
follow either party. They have been shown to hold 
the balance of power on various occasions. 


Flocking home to mend 
their political fences 


President Eisenhower Breaks Precedent In Second Term 


Buried with the notion that a “minority party” 
President can exercise little effective control, is the 
thought that a President who constitutionally can- 
not be re-elected is a lame duck within the full mean- 
ing of that term. If anything, Mr. Eisenhower prov- 
ed to be stronger in his second term than in his first. 
Obviously, all depends upon the individual. The acid 
test will come in the second one-half of the 86th Con- 
gress, which takes place in a national election year, 
and will be abbreviated by the demands of prepara- 
tion for party nominating couventions and campai7n- 
ing. This year the lawmakers remained in Washing- 
ton well into September ; next year they will aim at 
a mid-June quitting date. That means any item of 
legislation which lacks merit and the strong backing 
of public demand (or, for a certainty, political ad- 
vantage) will be sidetracked. 
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Key Measures Calling For Action 


Measured by the first two, if not all three, of these 
gauges, what are the legislative items of priority 
status for next year? They are readily recognized 
as projects either not reached at the last session, or 
mismanaged for partisan reasons or through nar- 
row-gauge thinking: 


1. Tax reform to broaden the base 2nd remove 
inequities. 

2. Removal of the interest ceiling on long-term 
Treasury borrowings to erable the Govern- 
ment to cope with the realities of debt man- 
agement. 

3. A farm program to end encouragement to 
overproduction and reduce the multi-billion 
dollar expense of raising and storing food- 
stuffs which will never be put to use. 

4. Action to further the switch of foreign aid 
from ineffective and out-dated give-away pro- 
grams to government-guaranteed private in- 
vestment abroad. 

5. Realignment of Federal and local taxing 
areas to send back to the states the revenues 
and attendant responsibilities which consti- 
tutionally are theirs, and put an end to Wash- 
ington-knows-best management of local gov- 
ernment. 


The overriding consideration in any sound legis- 
lative program is economy in government. Whether 
that principle will be applied is within the decision 
of Congress and the White House: the elements are 
listed above. 


Overhaul of Tax Bill Long Overdue 

Rep. Wilbur K. Mills, chairman of the Ways & 
Means Committee has assured there will be serious 
effort to revise the Revenue Act next year. Staff 
studies are being conducted now. The broad philoso- 
phy of Federal taxation will be examined in hearings 
to be opened Nov. 16. After Jan. 1, 1960, specifics 
will be taken up. Revision is long overdue. Since the 
last general rewrite, in 1954, the need for Treasury 
income has increased. The more obvious sources of 
such income are inequitable exemptions now per- 
mitted, and evasions overlooked. 

The planned early start is ground for optimism. 
But topping the timetabling in importance, is the 
circumstance that both parties will want to go into 
the 1960 national election with credit for having 
achieved a tax pattern that means votes. 

Such a system must be one based on equitable dis- 
tribution of the Federal tax load, keeping in view 
at all times the necessity of balancing the budget and 
cutting the national debt without unduly curbing 
government expansion and services. This is not a 
Utopian concept; it is practicable and within attain- 
ment next year. 

Rewriting the Revenue Act is not the monumental 
task it may appear to be. Few fundamentals need be 
changed; the shortcomings are largely in application 
and interpretations which have created great zones 
of immunity. There is evidence, too, that some have 
been favored with special consideration because of 
political, or vocal, strength. 

Treasury revenues have not kept pace with their 
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THE RECORD OF THE 86th 
CONGRESS (Ist Session) 


* BILLS ENACTED * 


&Taft-Hartley Act revision requiring financial re- 
ports, ending unrestricted picketing, and strik- 
ing blow at labor union racketeering 

Legislation Forbiding State Taxation of incomes 
of companies engaged in interstate commerce 
but operating no place of business in the taxing 
state 

Permission granted to the Treasury to boost the 
rate of interest on E and H Bonds from 3% per 
cent to moximum of 41% per cent 

Creation of 26-member Permanent Advisory 
Commission on Intergovernmental Relations to 
mark out tax authority of Federal and State 
Governments with view to ending disparate 
taxation to support Federal loans, grants, and 
give-away programs 

Selective Service (draft) act extended for four 
years 

®Renegotiation Act extended 

National Space and Aeronautics Administration 
launched with half-billion dollar budget 

Boosted U. S. contribution to world bank and 
established Inter-American development bank 
to improve economic position, and relationships 
with other American Republics 

Extended mutual aid with shifting accent to 
economic assistance plus reduction in total ap- 
propriation 

Hawaii admitted to statehood, opening new eco- 
nomic vistas — and problems 

Temporary and permanent debt ceilings raised 

Extended for one year the high Korean War- 
level corporate and excise taxes 

Increased federal gasoline tax one-cent a gallon 
to finance highway program 

>"Third-try” housing bill passed after two Presi- 
dential vetoes of more costly measures 

Voted a public works (“pork barrel’) bill of 
about $800 million cost, over Presidential veto 

Revised war veteran pension bill to establish a 
“financial need” test 

Airport construction bill scaled down to meet 
President’s insistence 


* BILLS THAT FAILED OF ENACTMENT * 


No action to equalize tax burdens by eliminating 
inequities and broadening tax base 

Refused to grant Treasury authority to meet go- 
ing rate of interest in long-term (more than five 
years) financing 

Failed to come to grips with problems of agri- 
cultural surplus 

Failed to enact Boggs Bill or comparable legis- 
lation to encourage private investment in lieu 
of public aid to other countries 

President’s request to raise postal rates to wipe 
out deficit in operation of the service ignored 

®By-passed legislation to grant tax relief where 
distribution of stock is forced by court order 
(du Pont-General Motors divorcement) 

Failed to curb spending, balance the budget, re- 

duce public debt 





potential because of a deep-rooted policy of going 
back over and over to the same sources, bleeding 
them to the point that no more can be extracted. 
When a taxpayer can increase his net income by 
decreasing his gross, something is radically wrong 
with the system. The Ways & Means Committee will 
not have to start from scratch to find what is the 
matter; it is all set out in IRS reports and past com- 
mittee hearings. 

One of the more obvious evidences that the in- 
come tax does not blanket the field of potential tax- 
payers is the fact that: 

60 million persons file returns but more than 70 
million pay social security taxes based on incomes 
& This suggests 10 million individuals are getting a 
free ride. 

mIt has been stated on the floor of the House of 
Representatives that there are more than 40,000 
profit-making business corporations which enjoy 
special tax advantage. 

®&Add them to the 10 million who file no return 
and 12 million additional who file but pay no taxes 
(they claim offsetting exemptions), and the op- 
portunity for a start on tax base broadening be- 
comes inviting. 


The Folly Of Failing To Face Realities On Interest Rates 


What have the Democrats to gain by obstructing 
Government bond financing? Nothing in the unfin- 
ished business of the session compared, for show 
of partisan politics and disregard for fiscal respon- 
sibility, with the refusal of House and Senate to 
erase the interest ceiling on long-term Treasury bor- 
rowings. The position of the democratic maiority is 
as adamant as it is indefensible. THAT MEANS 
there is no certainly that Congress will reverse its 
stand next year and permit the government to com- 
pete in the market for operating money. 

The statutory rate of 4.25 per cent remains in ef- 
fect. If that meant the Treasury could service and 
refinance the national debt within that limitation, it 
would be all to the good. But Congress has done a 
meaningless thing. No amount of painstaking expla- 
nation, or argument, could convince the opposition 
of the deleterious consequences of their refusal. 

* It makes one wonder whether behind it all, 
lies the radical theory that complete devaluation 
of our currency and the wiping out of our gov- 
ernment debt is the answer to our current fiscal 
problems. The resultant loss to our economy — to 
the citizens of this country — from this danger- 
ous and cock-eyed theory would be enormous. Only 
financial scavengers would benefit. 

The attitude of Congress is incredibly short- 
sighted. There is no question about its being fully 
cognizant of the fact that within 12 months the 
Treasury must borrow at least $85 billion. Under 
the strictures of the present rule this enormous sum 
would have to be raised through the type of financing 
on short terms, on which there is no interest ceiling. 
The going rate already has been jacked up by refusal 
to comply with the President’s request — and is 
continuing to climb. It would seem a matter of ele- 
mental economics that the Treasury, barred from pay- 
ing competitive rates on long-term borrowings, can- 
not attract lenders who are able to secure a better 
return on their investments from high grade obliga- 
tions in today’s market. (Please turn to page 48) 
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The Drive toward SYNTHETICS 





to provide the world with consumer goods 


By Robert B. Shaw 


> The battle of natural materials vs. synthetics and plastics 
& Solving dislocations—intensifying campaign to find materials 


to offset inroads 


® The enormous demand for low priced consumer goods. . 
expanding markets around the world as millions strive for a 


decent standard of living 


® Even Khrushchev looks to synthetics as a road toward meet- 
ing the goals of Russia’s 7-year plan 
> The great variety of synthetics coming to the fore . . . and the 


companies producing them 


HAT was merely an expedient during World 

Wars I and II due to shortages and lack of 
natural raw materials and fibres, has evolved into 
an enormous industry that is growing by leaps and 
bounds. 

Today many believe synthetics to be the answer 
to the demand of an awakened world for a host of 
low cost consumer goods. And manufacturers all 
over the world are on their toes seeking ways and 
means to produce the necessary goods. The compe- 
tition is terrific — and world wide. 

Of course this was as inevitable as death and 
taxes, for competitive rivalry goes on in every re- 
alm, in nature and in the purely social fields of 
human activity. Although competition has its de- 
structive aspects, our current high standard of living 
and continued progress in the future are both vitally 
dependent upon a healthy rivalry in ideas, methods 
and products. 

While consumers think primarily in terms of one 
brand vs. another, one product or service to be en- 
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joyed at the sacrifice of another, manufacturers 
are always looking for something new to dramatize 
a product to meet a price differential — and to 
stimulate demand by the creation of new products 
through the use of different kinds of materials. The 
old products — stone, wood, paper, plaster, leather, 
steel and so on — retain significant advantages, but 
have encountered the determined assaults of new 
substances, such as special alloys, aluminum, syn- 
thetic fibres, plastics and ceramic glass, because of 
their especially interesting qualities, adaptability 
and the saving of labor and upkeep. 

In this shift and change some conventional ma- 
terials may succumb, and new ones which offer 
great initial promise may also fall by the wayside. 
But the ultimate victory of either side will be 
shared with the consumer, through his enjoyment 
of better and cheaper new materials — a combi- 
nation of the new and old which result in a material 
superior to either — or radical improvements in 
the old ones. 















Manufacturers of Plastics, Synthetic Fibers and Related Products 





Name of Product 
or Process 


Name of 
Company 


Uses of Products 








Percent of 
Total Sales 


Competition With, Or 
Replacement For 












ALLIED CHEMICAL ........cccccscssscsseee Alkyd Resins 
Phenolics (molding 
compound) 


Urea and Melamine 


Caprolan (a nylon) 








Point, lacquer, enamel 
other surface coatings 


Abrasives, friction materials 
and brake linings 


Closures, buttons, housing, cab- 
inets and electrical devices 


Hosiery, garments, tire yarn 














Metallic pigments and Plastics & Resins 
natural lacquer 7% 


Asbestos and natural 
adhesives 


Chinaware, tin, metalware 








Silk 





Plastics & Resins 
8% 


Wool, cotton, rayon 





AMERICAN CYANAMID ................. Creslan (acrylic fiber) Sweaters, underwear, outer 
wear 
AMERICAN VISCOSE ................000 Rayon (acetate) Tire yarn, fabrics, many others 


Avisco, Avicron 


Cellophane and 
wrapping material 


Acrilan, Nylon (through 
jointly-owned 
Chemstrand Corp.) 


Polypropylene (through 
jointly owned 
Avi-Sun Corp.) 


Wrapping material 
description 


Carpets, knitted garments, etc. 


Fabrics, apparel uses 





Cotton, Nylon, Orlon Apparel 4.3%. Tires 


and industrial 


uses 23% 
of every Paper wrappings, Carpets, draperies 
cardboard 12% 


Wool and cotton products Cellophane 20% 


Rubber and other plastics 





CELANESE CORP. OF AMER. ........ Forticel, Fortiflex 


Teron (a fiber) 


Industrial parts, packaging and 
wrapping materials 


Lightweight summer suitings . 





Metals, paper and Plastics 18% 


cardboard 


Rayon 





CORNING GLASS. ...........cccrcscsscesees Pyroceram (glass- 


ceramic) 
ucts 
DOW CHEMICAL ..............0cccrcecsoee Styrene 


etc. 


Saran (polyviniylidene 
fiber) 


Magnesium 


Zefran (acrylic fiber) Sweaters, 
wear 

Lurex 

Silicone products Insulating 


Missile cones, ball-bearings and 
other tough material prod- 


Synthetic rubber, industrial uses 
Sheets, upholstry, luggage, 
shoes, etc, 


Fabricated magnesium prod- 
ucts, extrusions and sheets 


underwear, 


Cellulose packaging materials 


Kitchenware, wall materials, 
bars, process equipment, 
etc. 


Negligible 


Natural Rubber 


Plastics 35% 
Natural textiles, Rayon 


Aluminium, other metals 
and alloys 


Magnesium 8% 
Rayon, wool, cotton 


outer- 


Paper wrappings, cardboard 


d 





(through joint'y- 
owned Dow-Corning 
Corp.) 


P , resins Other synthetic and paper 
wrapping materials and 


plastics 





Evolution of Man as a Social Being 


A brief glance backwards will illustrate the signi- 
ficance of the recent explosive multiplication of mate- 
rial sources. Primitive man, when he first descended 
from the trees or emerged from his cave, could 
have had only two building materials, stone and 
wood, and as his only clothing the skins of wild 
beasts. The first fashioning of clay vessels, the 
smelting of iron and copper ores, the weaving of 
animal and vegetable fibres were all major land- 
marks in the evolution of the human race. Paper, 
glass and steel are only recent developments in time, 
and a product as basic as rubber is today was only 
made commercially practicable as late as 1839. 
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But while these earlier discoveries were each of 
immense importance, mankind has remained depen- 
dent, until our own generation, upon natural prod- 
ucts, considerably transformed, to be sure, by in- 
genious processes of manufacturing, refining and 
alloying, but still limited by the essential character- 
istics of their basic raw materials. By contrast, the 
discovery of methods for synthesizing fabrics and 
solids from such widely available natural resources as 
air, coal, oil, salt and wood, opens an almost un- 
limited vista of future progress. 


Early Development of Plastics 


It is perhaps misleading, however, to suggest that 
plastics and synthetic fibers are exclusively a very 
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Manufacturers 


of Plastics, Synthetic Fibers and Related Products—(Continued) 





Name of 
Company 








Name of Product 


or Process 





Uses of Products 


Competition With, Or 
Replacement For 





Percent of 
Total Sales 








ee Delrin (thermosetting Gears, chains, bearings and Steel 
plastic) die-castings 
Cellophane Toys, household, films, pack- Paper, wrappings, card- 
aging material and many board, adhesives, etc. 
other uses 
Nylon Hosiery, garments, tire yarn, Silk, cotton, rayon 
industrial uses 
Orlon Garments, knitted-wear Wool 
Dacron Lightweight summer suitings Wool, cotton, textile blends 
Teflan Bearings and ball joint Steel 
suspensions 
' EASTMAN KODAK ......00..........000000 Verel (acrylic fiber) Sweaters, knitted-wear under- Wool, natural fibers 
f wear, carpeting 





Polyethylene 


Squeeze bottles 


Glass bottles, collapsible 
tubes 





Textile fibers 29% 


Plastics and Fibers 
18% 





Nylon, Orlon, cotton 








No direct substitute 








Substantially all 


Asbestos containers 
in 70% of company 
products 





| INDUSTRIAL RAYON ....000...... eee Tyrex Tire cord yarn 
| Rayon All textile uses 
I JOHNS-MANVILLE |... ceeceeees Asbestos Insulation, building material 
and many other uses 
Fiberglass Fiberglass yarns, fabrics, Asbestos 
wrappings, insulations, 
textiles 
MINNESOTA MIN. & MFG. ........... Scotch Tape Abrasives, coatings, adhesives, 


MONSANTO CHEMICAL 


Urea and Melamine 


resins 


Acrilan, Nylon (through 


jointly-owned 
Chemstrand Corp. 


sheets 


Molded applications, plastics, 


dishware, etc. 


Carpets, knitted garments, etc. 


Other adhesives 


Chinaware, tin, metalware 


Wool and cotton products 


Gummed-tape prod- 
ucts 26% 

Chemicals and plas- 
tics 8% 


Plastics 30% 
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OWENS-CORNING FIBERGLASS ..Fiberglas “wool” 


Textile glass fiber 


UNION CARBIDE CORP. ............... Vinyls (vinyl resins) 


Polystyrene 


Dynel (acrylic fiber) 


recent development. Cellulose, the basic element in 
rayon, was first produced experimentally by the 
French scientist, Henri Braconnot, in 1883, and cel- 
luloid, the first true plastic, was perfected by John 
W. Hyatt, an American printer, in 1863. Hyatt was 
partly motivated by a desire to find an ivory substi- 
tute to avoid the decimation of the elephant herds. 
In fact, it was necessity or deep feeling of one kind 
or another that has been very largely responsible for 
the urge that has resulted in the discoveries that 
have revolutionized our way of life. 

The first successful cellulosic photograph film was 
produced in 1882. Another Frenchman, Chardonnet, 
first produced rayon in 1884, using mulberry leaves 
as his basic raw material, and the product was for 


Insulating, wrapping, reinforc- 
ing for many uses 


Cloth, curtains, fabrics, 
draperies, etc. 


Films, sheets, packaging, rain- 
coats, curtains, etc. 


Butadiene rubber, moldings 
and protective coatings 


Knitted-wear, carpets, etc. 


Asbestos 


Most textiles 


Rubber, paper, rayon 


Rubber and other molding 
materials 


Wool and natural fibers 


“Wool” 52% 


Textiles Products 
25% 


Plastics 25% 


still to be lacking for many decades. 


Huge Post-War Expansion 


Thus, with the important exception of cellulosic 
derivatives, the plastic and synthetic revolution has 











many years regarded as “‘artificial silk.’”” Work began 
with casein (milk protein) derivatives in Germany 
about 1900, and in this country Dr. Leo Baekeland 
offered the phenol-formaldehyde resins, or “bake- 
lite’, in 1909. Meanwhile, the process of polymeriza- 
tion (synthesizing of larger molecules from smaller 
ones) had been familiar to chemists from the early 
years of the Nineteenth Century, as well as some 
“modern” plastics produced in the laboratory, but 
the means of doing this on a commercial scale were 
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been very largely a development of the post-World 
War II era. As recently as 1946 total domestic pro- 
duction of plastics was only 500,000 tons. By 1957 it 
had quadrupled to slightly more than 2,000,000 tons, 
with a market value of $1.4 billion dollars. Reliable 
figures on synthetic fibers are harder to find, but it 
appears that shipments of about 2.6 billion pounds, 
with a value of one and a quarter billion dollars, were 
made in 1954. Rayon and acetate (cellulosic) fibers 
still held a wide lead, but the pure synthetics were 
rapidly closing the gap. 

Synthetic fibers represent a relatively clear con- 
cept. The complex field of plastics, however, presents 
a problem in definition. Strictly speaking, such con- 
ventional materials as clay, glass, rubber or asphalt 
are plastics, but in current usage the term, which is 
essentially a commercial classification, has been re- 
stricted to products of synthetic origin capable of 
being shaped by flow in some stage of manufacture. 
Plastics also usually have the characteristic of taking 
on a high lustre under polish. In nature plastics most 
closely resemble resins, and the term “synthetic 
resins” is a close synonym. 


7 Major Plastics—and Who Makes Them 


The leading plastic in terms of sales is the vinyls. 
pioneered by Union Carbide, and also manufactured 
now by Monsanto, Dow and several of the rubber 
companies. Union Carbide, incidentally, was one of 
the earliest entrants into the plastics field, through 
its Bakelite Division, and now derives 22% of its 
sales dollar from plastics. The vinyls, which are 
favored by a wide adaptability to various require- 
ments and a resistance to most chemicals, are being 
increasingly used for electrical insulation, garden 
hose, extruded gaskets, curtains and raincoats and 
floor coverings. 

The original patents on polyethylene, the next most 
important plastic, were held by the British Imperial 
Chemicals Industry and licensed exclusively to du 
Pont in this country, but these two were forced by 
an anti-trust suit to open the patents to all applicants 
on a royalty basis. Other manufacturers now include 
Union Carbide, Monsanto, Eastman Kodak and 
National Distillers. Recently, the Italian Montecatini 
has discovered a process for making low-pressure 
polyethylene with superior heat and acid resistant 
qualities, and Hercules Powder has opened the first 
plant of this type in this country. Polyethylene is 
most widely used for packaging and squeeze bottles. 

Styrene, developed by Dow Chemical back in 1935 
and also produced by Monsanto, Koppers and Union 
Carbide, is used principally for various moldings 
and in one type of synthetic rubber. Phenolic resins, 
a coaltar derivative, are manufactured (besides some 
of the companies already mentioned) by Archer- 
Daniels-Midland, Borden and Pittsburgh Plate Glass, 
and are employed in uses calling for resistance to 
chemicals. water and abrasion as well as for heat 
and electrical insulating qualities. 

Urea, an early arrival (1929) in this field, and as- 
sociated Melamine, both nitrogen derivatives, are 
hard, color-fast materials making excellent moldings 
and containers of all kinds, as well as coating and 
bonding substances. Producers include American 
Cyanamid, Allied Chemical, Monsanto and Rohm & 
Haas. Alkyd resins, made principally by Allied, 
Archer-Daniels-Midland and Reichhold Chemical 
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provide a constituent of paint, lacquer and enamel, 
but also appear as a molding material in electrical 
and other applications. 

These seven major types of plastics currently ac- 
count for about 75% of total production by volume, 
but this description is necessarily superficial and new 
developments are appearing so constantly that the 
picture could be rapidly changed. 


New Plastics—New Uses for Established Synthetics 


To mention three very recent developments, du 
Pont’s Delrin, just coming into production this 
month, is expected to be extensively used as a re- 
placement for steel in chains, gears, pipe fittings and 
hardware. Nylon, better known as a fiber or bristle, 
is becoming a familiar material for gears and bear- 
ings. Polyurethanes, production of which leaped from 
12 million pounds in 1956 to 50 million in 1957, 
are closely competitive with foam rubbers. The pro- 
cess is controlled in this country by du Pont and 
Mobay (a Monsanto - A. G. Bayer joint venture). 


Where Plastics Play a Secondary Role 


But prominent as the plastics have become it seems 
fair to say, although at the risk of controversy, that 
their role is still purely marginal. They are used 
primarily in somewhat superficial applications, for 
utensils, handles. toys. decorative wrappings. novelty 
items, and the like. More essential use in housing, 
furniture, vehicles and machinery is still relatively 
rare. Entrance into such markets on a laree scale 
could dwarf all of the progress in the industry to 
date. So far, European automobile manufacturers 
have been ahead of American in their use of plastics, 
althouch the Budd Company attributes much of its 
success in modern railroad cars to the substitution of 
plastics for metals as interior linings. Builders have 
so far been hesitant to specify plastics, although 
Monsanto has built a research laboratory in St. 
Louis about 90% from plastic materials. 

The plastics, however, will hardly have it all their 
own way in the battle of materials. A strongly com- 
peting metal, aluminum, strangely enough has much 
in common with plastics in its history and process of 
fabrication. Although basic alumina is the most 
abundant metallic element in nature, it is nowhere 
found in a form approaching purity, and a practi- 
cable method of refinement was discovered only in 
1885. For sixty years, until 1945, the Aluminum 
Company enjoyed a monopoly of this product, but an 
anti-trust decision in that year opened the field to 
such competitors as Reynolds, Kaiser, Anaconda and 
Olin Mathieson. The growth of the total industry can 
be gauged by the fact that Aluminum Company’s 
90% share of the domestic market in 1940 (about 
200,000 short tons) was barely a fifth of its one 
third of domestic capacity (2.5 million tons) in 1958. 


Aluminum is more than a Strong Rival 


It is true that unrestrained expansion in the first 
post-war decade left most of the aluminum producers 
with an embarrassing overcapacity after 1956, but it 
can be only a matter of time before the rapidly rising 
trend of demand overtakes this source of supply. 
Aluminum has certainly won for itself a more essen- 
tial role in the economy than plastics, as it has passed 
beyond its utensil and packaging applications and is 
now being increasingly (Please turn to page 46) 
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Will U.S. spend itself into bankruptcy 
through backdoor spending? 











—The Russians say we will 


By McLELLAN SMITH 


> The billions spent without appropriation that balloon the national debt to 


astronomical levels 


> Mississippi bubble type of financing that only a financial wizard like Schacht 
can maintain through unholy manipulation 

® Congress needs to stop—look—and listen—and take a serious view of our 
financial position and the means for solving our problems—they can’t get 


much worse 


BOUT $5 billion a year is spent by Federal agen- 
cies without approp iations going through 
normal channels with the result that costs of running 
the Government are steadily increasing, deficits are 
mounting and creation of surpluses is made impos- 
sible. 

Such is the story of “back-door’” Federal spend- 
ing. President Eisenhower has railed against it, and 
Senators of businesslike bent such as Byrd and Rob- 
ertson of Virginia have campaigned against it. But 
it has gone almost unchecked. A single exception 
this year gives hope of reform, but by no means as- 
sures it. 

Senator Francis Case, of South Dakota, stopped 
end-run financing of the Development Loan Fund by 
his lone objection. The Senator stood firm until Con- 
gress voted to go through channels and appropriate 
$5 billion to be spent over the next year by DLF. 
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Had Case not intervened the fund would have be- 
come a $1 billion start in each of the next five years 
toward an unbalanced budget. 
That’s a relatively small amount — $5 billion. 
The real impact comes when it is found that back- 
door spending has accounted for $69.6 billion in 
financing launched since the end of World War II 
without first clearing the Appropriations Commit- 
tee or relating the expenditures to the overall 
needs of the Federal Government or the capacity 
of the taxpayer to shoulder the added load. 


What's The Solution? 


The cure rests in legislation changing House rules 
to prevent granting of authority for agencies to 
create obligations or to spend other than on the basis 
of appropriations bills regularly passed. Such a bill 
is H. Res. 161, articulately praised but not passed. 












It is not favored, naturally, by committees which 
have special areas of interest and responsibility. 
Their practice is to recommend legislation which, as 
they see it, is needed to meet specific problems. If 
spending is involved, they propose amounts which 
are intended to cover the needs. But these needs are 
considered by legislative committees with the special 
responsibilities in mind without consideration of 
total needs and responsibilities of government or its 
ability to cover the cost. 

To be certain, Congress acts on the recommenda- 
tions, usually accepting the judgment of colleagues 
regarded as_ specialists (also, no doubt, weighing 
the fact that they, too, may be in with projects of 
concern to themselves at another time. 

Authorizations are then voted involving borrow- 
ings from the Treasury, or contracts for future 
performance. This doesn’t go into the books as 
appropriations; but the piper must be paid in sub- 
sequent years. Each new session of Congress be- 
gins with a legacy of accounts payable involving 
mandatory appropriations running into the bil- 
lions, before current or new problems can be 
tackled. 

The back-door sytem of spending drew this com- 
ment from President Eisenhower in his January 19 
message on the fiscal 1960 budget: 

“In the past, a number of appropriation items 
have been placed on a permanent basis, and, in 
some of these cases, the major result achieved 
has been weaker control over the expenditures 
concerned. In addition, even though there are a 
few justifiable exceptions, the practice of provid- 
ing authorizations to expend from public debt re- 
ceipts and contract authority, outside the approp- 
riation process, is generally inconsistent with 
sound standards of budget practice. 

“Other inconsistencies occur in the system of 
making financial authority available to govern- 
ment agencies. Some guaranty programs are fully 
funded by specific grants and obligational author- 
ity, some are partially funded, and others have an 
open-end call upon the Treasury. Some collec- 
tions of funds now credited to miscellaneous re- 
ceipts might be more properly credited against the 
related expenditures deliberately incurred to gen- 
erate the receipts. Criteria for the use of revolv- 
ing funds and trust funds have not been consist- 
ently applied.” 

The President, in citing the provision of new obli- 
gational authority outside of the appropriations 
process, as a practice demanding Congressional at- 
tention, was by no means referring to a minor mat- 
ter. 


Over $57 Billion Expended—1946-1959 


In the fiscal years 1946-1959, inclusive, Congress 
has authorized $57.1 billion in expenditures through 
the process of borrowing from the Treasury. Ex- 
cepting just two of the many programs for which 
borrowing authority has been available—Farmers 
Home Administration and the Rural Electrification 
Administration—the spending activities have not 
been subject to annual review through the approp- 
riations process. The 20-odd others did not have to 
justify their borrowing needs through the approp- 
riations process. During the 1946-1959 period, REA 
borrowing authorizations totaled $2.2 billion, while 
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those of FHA came to $3.7 billion. Exclude these 
two from the $57.1 billion total and back-door spend- 
ing authorizations provided through the borrowing 
process is $51.2 billion for the 14-year period—an 
average of $3.7 billion a year. 

Activities which have been financed in the post 
World War II period by authorizations to borrow 
from the Treasury and with the privilege of by- 
passing the appropriations process are enumerated 
in an appended table. The largest of them is the 
Commodity Credit Corporation, established primar- 
ily to assure adequate food and fiber output during 
the Korean War. Later, it was amended to make it a 
farm price support program that has been abused 
beyond all reason, with Congress presently at a 
loss for ways and means to bring it to an end. Fal- 
lacies of the program were detailed in the July 4 
issue of this magazine in an article titled “The Bil- 
lions in Subsidies that Unbalance Our Budget.” 
What proportion of the $12.3 billion CCC borrowings 
will be recovered to the Treasury is doubtful—no 
estimate exists in Washington circles. 

The corporation passes its borrowings along to 
farmers at 31%4 percent interest with surplus 
crops as security. Repayments by farmers are 
small with the result that warehouses across the 
nation bulge with cotton, corn, wheat, rice, pea- 
nuts and tobacco. 

Present legislation bars disposal of these sur- 
pluses at prices below current markets, meaning 
that billions of dolars worth eventually will deterio- 
rate beyond usefulness. 

In addition to the $51.2 billion of back-door 
spending through borrowings from the Federal 
Treasury, contract authorizations in an aggregate 
of $31.6 billion have been provided by Congress dur- 
ing the 1946-59 period. Of this total, $18.4 billion 
was provided by legislative action. In brief, they 
were backdoor spending authorizations. The remain- 
ing $13.2 billion was provided in appropriation bills 
through the correct appropriations process. Many 
of these latter authorizations were made in the fiscal 
years 1948-51 when a substantial portion of total 
construction and procurement obligations were in- 
curred under contract authorizations. The practice 
was brought to a virtual end during the Korean War 
when the House tightened the line against it. 

However, the “system” of back-door spending did 
not seem to be a matter of serious concern to Con- 
gress until last year when the Small Business Ad- 
ministration bill was debated on the Floor of the 
Senate. 

Then it was pointed up that an original authorized 
appropriation of $250 million for an SBA revolving 
fund was converted into a Treasury pipeline with 
no control via the appropriations process. 

The SBA Act provides that the Government fur- 
nish equity capital to small business, the Govern- 
ment to be secured by subordinate debentures which 
are near the bottom of the list of any corporate se- 
curities. By the legislative process, the Congress by- 
passed its Appropriations committees. 


Second Session Back-Door Bills Equalled $10 Billions 


A review of actions of the 85th Congress reveals 
that in the Second Session, Bills were enacted to 
short-circuit the Appropriations Committee for a 
total nearing $10.2 billion ; $2.5 billion for SBA; the 
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so-called big housing bill carried $4.4 billion, while 
the Export-Import Bank was authorized to draw $2 
billion. 

Other back-door methods by-passing the appropri- 
ations process included Emergency Housing and 
Area Redevelopment. Passed or pending bills in the 
present Congress, all of which are back-door meas- 
ures, now total approximately $5.5 billion; other will 
be dropped in the hopper in the next session. 


How It Began 


Prior to the fratricidal War Between the States, 
each Committee of Congress handled its own ap- 
propriations. But when the national debt became so 
large, in 1865, Congress decided that some agency 
was needed that was not committed to a proposi- 
tion immediately it was initiated, an agency to 
“take a second look.” Needed was an agency which 
would consider the overall picture and aid the Gov- 
ernment in handling the national debt. So the Ap- 
propriations Committees were created in House and 
Senate. The jurisdiction of the other committees to 
handle appropriations bills was taken from them. 

The first departure from the regular appropria- 
tions process came in 1932 with the creation of the 
Reconstruction Finance Corporation. In January, 
1932, in order to meet the emergency situation 
caused by the depression, The Senate Banking and 
Currency Committee adopted a new procedure to 
finance RFC activities. The Reconstruction Finance 
Corporation Act, authorized the agency to sell its 
obligations directly to the Treasury, the purchase 
of these obligations to be treated as a public debt 
transaction. This direct borrowing from the Treas- 
ury obviated the necessity of obtaining approval of 
Congressional appropriations committees. This 
method of appropriating funds from the Treasury 
in a legislative bill set the precedent for back-door 
spending. It was used occasionally during the de- 
pression years and World War II. The procedure 
may be justified in emergency situations, but its in- 
creasing use in recent years has become dangerously 
commonplace. 


Since Advent of RFC—$150 Billion Has By-Passed 
Appropriations Committee 


Since the inception of RFC, appropriations near- 
ing $150 billion have been taken from the Treasury 
by the back-door method, by-passing the Congress- 
ional Appropriations Committees. RFC alone si- 
phoned nearly $50 billion from the Federal Treas- 
ury. About $18 billion of this amount was for loans 
to other Government corporations, disaster relief, 
World War II efforts, etc. This amount can be writ- 
ten off as uncollectible and most of it properly 
charged to the war efforts. In other areas—loans to 
essential private enterprise, again mostly in the war 
effort—RFC advanced around $33.3 billion, $32.6 bil- 
lion of which has been repaid, leaving a balance of 
$668 million due the Treasury, most of it in collecti- 
ble long-term obligations. It will be years before a 
final balance sheet can be cast. Definitely, some of the 
remaining RFC loans must be written off, but as a 
whole, its advances to private enterprise have shown 
a profit. 


More Recent Costly Projects 
The various agencies financed by the back-door 
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Federal Activities Financed By Borrowing From The 
Treasury Which By-Passed The Appropriations 
Process (1946-1959 Inclusive) 


Authorizations 
in Millions 











Commodity Credit Corporation ...........scssessessseeseensenees $12,302.8 
Federal National Mortgage Association .................0000 6,865.0 
International Bank for Reconstruction 

and Development (subscriptions) 6,350.0 
Export-Import Bank _ .........:csscesseeeers 4,499.0 
Credit Line to United Kingdom ..............cccccccccceeseeeeseeees 3,750.0 
Federal Denosit Insurance Coro. (insurance of deposits) 3,000.0 
Defense production activities ............ccccccccecceseescesceseeseeees 2,616.2 
International Monetary Fund (subscriptions) 2,325.0 
RI TD TI cco cecnsscccerncscscsnstcrecicesssencnes 1,660.8 
Sa GU I ac dial oncnxanaccasbith asansinsainbdetootos 1,583.3 
IN ia 1,000.0 
Federal Home Loan Banks (insurance of deposits) ........ 1,000.0 
POD TD, SIN oiccssessosnscnsensicnesectenscscensssscinsscsens 933.1 
SION RIND RN acacia sscsatoesenenaieievnaasepiicauininnician 925.0 
Federal Savings & Loan Insurance Corp. 

nr I a, acco coeunsnsbkgaaSouceasaianeuunbe 750.0 
Public Housing Administration ...............cccccccceseesseeseeeeee 705.8 
I IN Sec hean cusncesaesesaennehGouaeieasisbiickuiuisannteeohasenreik 500.0 
St. Lawrence Seaway Corporation 

I II sus ca snccansneisinicrosnsadiinnssieospaisiedsienssebil 140.0 
I SN IN ie cncaos Sacrccunsilttsaneaaaiidhansinnainaaniandinntens : 100.0 
a a ae ti satin ian sitet 182.7 

icidasancsiennsibinstibacsiens $51,188.7 


Programs For Which Contract Authorizations Are 
Provided In Legislative Acts And By-Passing The | 
Appropriations Process (1946-1959 Period) 


Authorizations 
in Millions 


Highway Programs (Budget Accounts) .............c.ccecc0se0000 $ 7,193.7 
Highway Prgrams (Trust Fund. 1957-58-59) o.0.....c.ccce 9,630.0 
Slum Clearance Grants (1950 through 1959) .............0.... 1,250.0 
Civilian Airports (1948-’51 and 1956-'59) oo0.....occcceeceeee 335.2 
a . $18,408.9 | 


Recapitulation Of Yearly Borrowings From The 
Treasury Which By-Passed The Appropriations 
Process, 1946-1959, Inclusive 


Amounts in Amounts in 








Year Millions Year Millions 

WD pitti Casiiedssh sete SE TO iicitiniiciins $1,548.4 
NEE eicabescisisdeiienesietinens 2,058.3 WED haehcisiasnctanapleiniissseiants 3,158.4 
SINE Aik casasueicathaneiouasaniat 3,000.0 DIN aasdeninehitnacnnsdntisclenente. jaa 2,649.3 
GN ncivcvashstnsntanssabvesnenas 1,700.0 UNIT aicticsieectuniebeshincuactinds sas 2,721.0 
I ccntindscnecsbabsniashectionn 6,847.3 UIE Ssicicesanscitanpa sonata 5 3,922.7 
UI Siiinoninhinaskecsiecononian 2,354.2 DY iiceiadsciinancéooami tis 5,274.6 
DUNNE dichaseondocavessstanssisend 2,374.5 NE icuitbickinkintctecterundeten 4,706.1 


Total 1946-1959 — $51,188.7 
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method, with the exception of Commodity Credit Cor- 
poration, have been in operation too short a time to 
assess their prospects to measure up to the generally 
creditable record of RFC. At this point it can be said 
that Federal National Mortgage Association (‘‘Fan- 
ny May”) programs, the Export-Import Bank, Fed- 
eral Deposit Insurance Corporation, Federal Home 
Loan Banks and International Monetary Fund are 
operating in the black, showing at least a book-keep- 
ing profit against administrative cosis; nevertheless 
they all have been financed (Please turn to page 46) 
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PRESERVATION of his record for never having been 
rebuffed on a veto couldn’t have been in the mind of 
the President when he chanced his unbroken string 
with rejection of a second Federal works bill. Con- 
gress had cut the overall cost of the pork-barrel pro- 
gram to meet Ike’s objection to spending so much 
money. But federal projects in process are vote-get- 
ters, have been since the earliest days of the Union 
and the President must have known Capitol Hill 
would not permit him to block them indefinitely. The 
action, in which both Houses concurred, doesn’t 





WASHINGTON SEES: 


The achievements of President Eisenhower's 
person-to-person diplomacy, not fully evaluated 
yet but certain to be substantial, have given rise 
to the prospect that Ike may devote the final 
months of his tenure to development of the pro- 
gram that began at Bonn and moved to Paris 
and London, and will take him soon to Moscow. 
India and the Far East-Pacific areas are definitely 
under consideration. 


There is complete agreement between the 
White House and the State Department that pro- 
cedures to be followed in foreign affairs shall be 
dictated by the President. In the Administrations 
which immediately preceeded, there was conflict 
based largely on the fact that Roosevelt reduced 
the Department of State to a completely servient 
agency and Truman was not uniformly respected 
for knowledge of world affairs. In contrast, Ike 
had left his imprint on much of the Western 
World before he gave politics a thought. 


The President’s trip to Europe was a crusade 
for peace, mutual understanding and friendship 
and was literally a howling success. A repeat per- 
formance in the Asian and Pacific areas would 
make a priceless contribution to those ends. The 
President is weighing the idea. 














By “VERITAS” 


mean the President has lost his effectiveness; the 
principle involved simply went beyond questions of 
party loyalty. It was political survival! 


DISCRETION now rests in the White House whether 
to make new “starts” on authorized projects and con- 
tinue those which are subject to annual installments. 
No one can force the President to release the money. 
But he will; probably just about every last cent 
of it. The pressures upon him from party men who 
are candidates for re-election will be tremendous; 
he’ll be told that deprivation of projects, payrolls, 
and material procurement could be fatal to their 
election outlook. Democrats in districts which won’t 
directly benefit, hope Ike will balk on spending. If 
he does he’ll cut the anticipated year-end deficit, re- 
duce the amount of deficiency appropriation needed 
to fill the invoice of a democratic-controlled Congress. 


CAMPAIGN PLOTTERS hope it can be avoided but both 
parties see the next vote drive as likely to be a dirty 
one with religion adding to the intensity of the elec- 
tion effort. In his Presidential primary campaign, as- 
suming he has one, Richard Nixon is in for rough 
treatment both from his own and his opposition 
parties. He has played the game roughly in the past 
and he isn’t bemusing himself that he will escape a 
“return in kind.” If he survives the first test, he will 
be in for a second round with even less restraint. On 
the democratic side a number of Catholic “hopefuls” 
already have forced the religious issue out in the 
open. 


SURVEY by the Fair Campaign Practices Committee, 
Inc. headed by Charles P. Taft unearthed hopeful 
statistics. While it showed twice as many smear pro- 
grams in 1958 as in 1956, those that backfired in the 
most recent election were 55 per cent of the total, 
against 33 per cent in 1956. Election was won by 
eight of nine candidates who were targets of what 
was considered to be ‘‘smears” and made a campaign 
issue of the fact. ‘The ‘payoff’ is that it loses elec- 
tions—more every year,” commented Mr. Taft. 
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Ahead for the next several months is bombardment of the 
public with claims and figures intended to support 











conflicting theories as to which political party or branch 








of government should be credited for braking the budget, 





AA WUE 
Go To 


Presa 








keeping it as close to balance as it came. This will be but a 





trial run. The arguments will be machined for campaign 
effectiveness. It will require more inspection than the 
taxpayers are likely to expend to find the true facts. To 
begin, the President had proposed a budget that would be in 
balance only in the event he received everything he asked 
tax-wise: a half-billion increase in postal revenues which 
he didn't get; a boost in gasoline taxes, which was voted 
only in part; extension of the heavy excise taxes for one 
year, which he was given. It was pre-determined beyond the 
fond hopes of the most enthusiastic budget balancer that the 
postal rate increase would not come about. On paper, then, 




















Ike's budget never was quite squared away on a realistic 





balance of income and outgo. 





Budgets and appropriations bills can be 
quite deceptive. Whether the tricks of 
mathematics are used to achieve that aim 
isn't important ; the fact is that such is the 
result. For example, the President proposed 
a four-year airport program but Congress cut 
the project to a two-year plan. But the 
official record released in printed form 
under Democratic Party imprimatur compares 
the cost Ike would have spread over four 
years with the party's two-year cost, making 
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one system of reckoning it is possible to 
show that the democratic-controlled Congress 
reduced the President's request for new 
obligational authority by $324 million; 
under another it can be established that 
Congress increased these requests by $606 
million. The difference comes about by 
comparing the cost of the six-year urban 
renewal program proposed by the President 
with the one-year program passed by Congress. 











unions. How it has thrived was dramatically 
Spotlighted when Reuther gave $1 million of 
IUD funds to encourage the steel strikers to 
Stay away from jobs. And then he iced the cake 
by describing $1 million as the "down 
payment." There is, he made it clear, $24 
million more available from the source that 
provided the first installment. Sucha 
financial adventure is hardly the 
undertaking of an organization that expects 
to be wiped out by passage of an anti-hoodlum 
law. It smacks more of a powerful 
organization looking to continued fiscal 
prosperity. 
































Government Spending on research, 
engineering and development this year will 
exceed $5 billion. Funds added by private 
industry for similar pursuits reached a total 
of $7.2 billion in 1957 (the last official 
count) and are expected to attain a much 
greater total this year. This comes far from 
matching the amounts which Russia is 
reported to be spending but the Government's 
































Reuther’s Union Setup which exists within 





share alone is substantially more than it 
Spent in the first four decades of this 








AFL-CIO (and, some say, runs the parent 
organization), already has given the 
emphatic lie to the groanings that the 
revised Landrum-Griffin Act will kill 
organized labor. The Industrial Union 
Department, which he heads, was Walter 
Reuther's price for coming into the 
amalgamation of the American Federation of 
Labor and the Congress of Industrial 
Organizations: he insisted that industrial 
unions have their place in the sun with what 
is generally thought of as the massed craft 
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century, and exceeds the national budget 
amount of a generation ago. Breaking down 
the private outlay for 1957 it is found that 
more than one-half was accounted for by two 
industries: aircraft and parts, and 
electrical equipment. 











Attention will be concentrated on research 
and development now that Congress is out of 
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now is clear that the public money will be 
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divided with about 6 per cent earmarked for 
basic research, and the remainder applied 
to research and development of a list of 
"things" — such as ballistic missiles, jet 
planes, satellites, nuclear reactors, 
insecticides, vaccines, drugs, computers, 








present term although he is expected to seek 
re-election as a House member. This statement 
is on the highest authority. While it isn't 
confirmed by the Texan, it isn't denied by 
him. Rayburn will be 78 years old, come the 
next Congressional election. His age 























rocket fuels and space ships. There will be 
more “analytical engineering." This is a 
category of science infrequently mentioned 
and little understood: the sophisticated 
scrutiny of available knowledge to determine 
what sort of things are possible to build, or 
to invent (if the need be) and which are not 
in existence, and what would be the magnitude 
of their cost. 














Industry is not depending on Government to 
do the research job although public funds, 


considered, his health is not poor but the 
weight and the fatigue of the years is 
beginning to show. In this year's session 
there was evidence that the powerful hold he 
had on the democratic voting strength has 
begun to slip. He was on the losing side of 
several policy matters. On one occasion he 
took the floor, made an impassioned speech 
to hold his party in line, and failed to do 
so. It was at that point that he confided to 
friends that retirement from the 
Speakership was his aim. 























exclusively or in participation, are playing 
a major role in the progress being recorded. 
Aircraft and electrical equipment industries 
are expected to continue their leadership 
roles, but the National Science Foundation 
finds motor vehicles and the machinery 
industries forging to the front. In fact no 
part of the productive community is lagging: 
industrial chemicals, petroleum refining 
and extraction, and communications together 
accounted for more than one-tenth of the 
money spent for research and development. 



































Sen. Wayne Morse whose career in the 
upper branch of Congress has not been 
Significantly studded with accomplishments 
for the common welfare may have rendered a 
service to good government unwittingly. The 
Oregon democrat on several occasions has 
obstructed the movement of legislation by 
filibusters and captious use of parliamentary 
devices to stall proceedings. He employed 
the latter strategy in the final days of the 
session. Morse was embarrassed when more 
than seven hours of his oratory attracted 
only one Senator to side with him against 
the labor union reform bill. He had the 
support of Senator William M. Langer, 
another disciple of lost legislative causes. 
While the Oregon democrat, who first came to 
the Senate as a republican, failed to make 
any impression upon labor legislation his 
long-winded discourses have launched a move 
for revision of senate rules to place a time 
limit on floor speeches. 





























Speaker Sam Rayburn who has held the third 
highest office in the land longer than any 
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Successor to Rayburn will be Rep. Wilbur 
D. Mills, now chairman of the important Ways 
& Means Committee. This assumes the 
democrats retain control of the House of 
Representatives in the Presidential 
election of 1960. If Eisenhower could not 
transmit his ballot garnering attractions 
over a wide enough area to win a House of his 
own political persuasion there is scant 
prospect that any Republican now being 
considered could do so. Switch of Congressman 
Mills from the tax-writing Ways & Means 
Committee will remove the outstanding tax 
legislation expert from activity in that 
zone of performance. Mills currently is 
scheduling an active season, beginning in 
November and extending over into the next 
session looking to revision of the Revenue 
Act. 






































Departure of Rayburn is likely to be 
postponed until the second session of the 
Sitting Congress has adjourned. A change in 
mid-term would be extraordinary. This delay 
would give Chairman Mills an opportunity to 
crown his committee work with a much needed 
tax equalization law. The upcoming change 
might insure action next year instead of a 
nibbling performance and another 
"postponement" such as have taken place 
in recent Congresses. The Speaker of the 
House is a powerful personage in the 
legislative table-of-organization. Mills' 
influence for a better tax law could be 
counted on if he becomes Speaker but the 
taxpayers would rest more easily if it 
becomes a fact in 1960. 
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KERALA 


HE tense border dispute between India and Red 

China has some frightening implications for eco- 
nomic planners in New Delhi. They realize it could 
endanger the cherished goals of their second Five- 
Year Plan. 

Indian officials are not nearly so worried over the 
actual military threat as they are about the econom- 
ic consequences of continued clashes with the Reds, 
who repeatedly have probed Indian territory in the 
northern reaches of the subcontinent. 

India’s crack Army and Air Force, officered by pro- 
fessionals trained at Sandhurst, Britain’s ‘West 
Point”, are considered quite capable of dealing with 
any military threat the Reds can mount at this time. 

But continued tension, and the possibility of all-out 
war, would force India to divert into an increased de- 
fense build-up the money, materials and effort pres- 
ently earmarked for the country’s laborious but so 
far steady economic progress. 
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stands at ideological- 
economic crossroads 


P With all of Asia, Africa and the 


Middle East awaiting the outcome of 
her clash with Red China 


By Stewart Hensley 


Washington, too, is viewing the Chinese-Indian 
crisis with great concern. The ideological and eco- 
nomic ramifications of the situation cannot really be 
separated. 

The United States is backing India in the dramatic 
struggle to determine whether Democracy or Com- 
munism offers the better hope for the teeming mil- 
lions of Asia and Africa in their efforts to achieve 
a decent standard of living. 

Moves in the Struggle Between Communism 
and Free World 

The United States has not been happy about Prime 
Minister Jawaharlal Nehru’s past insistence on pur- 
suing a “neutral” course in international affairs. It 
has deplored his past service as an apologist for Red 
China. 

However, Washington officials realized that India 
has the only government in that area which even 
approaches Democracy on a large scale. Thus, they 
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have felt and feel now, that it must be firmly sup- 
ported in its economic aspirations lest it fail in the 
contest against Red China to improve general eco- 
nomic standards. 

If Red China outscores India in the economic race 
in Asia, millions elsewhere in Asia, Africa and the 
Middle East are quite likely to believe that Commun- 
ism offers the quickest path to improved living stand- 
ards. In their pathetic eagerness for more of the bet- 
ter things of life, these inhabitants of underdevelop- 
ed countries will be prone to overlook the terrific toll 
in human misery which Communism exacts for its 
economic gains. 
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It is within the context of this broad ideological- 
economic struggle in Asia that officials in Washing- 
ton, New Delhi and elsewhere in the Free World as- 
sess with concern the implications of the growing 


- bitterness between Red China and India. 


The United States already has provided almost 
two billion dollars for India’s economic assistance and 
growth during the 12 years the country has been 
independent. About 30 per cent of this American 
aid was in the form of outright gifts, about 50 per 
cent in loans repayable in rupees and only 20 per 
cent in credits to be repaid in dollars. 


We'll Soon Get the Answer on Nehru 


In the past, when Nehru appeared bent on irritat- 
ing Washington with his wooing of the Russians 
and the Chinese Communists and his rationalization 
of their aberrations, the U. S. Administration has 
had its troubles in getting Congress to approve aid 
to India. 

But Congressional and other American approval 
of more U. S. assistance to India undoubtedly will 
be forthcoming more readily in the future—unless 
there is some dramatic and unforeseen change in 
the present state of affairs. 

In the first place, Nehru and his government in re- 
cent months have shown themselves to be increas- 
ingly disenchanted with their erstwhile Communist 
friends. This change began some time before the 
border clashes with Red China and has gradually 
moved the Indian government toward a more realis- 
tic position. 

The turning point probably came in the Autumn 
of 1956 with the savage Soviet repression of the 
Hungarian freedom movement. Indian disillusion- 
ment with the Communists struck closer home with 
the Chinese occupation and subjugation of Tibet, an 
operation which apparently was carried out with 
the utmost ruthlessness. 

Indian press and public opinion has run ahead of 
Nehru in its revulsion to Communist tactics. Some 
journals and legislators are even advocating major 
military operations against the Red Chinese at once. 

But Nehru is moving cautiously, obviously hoping 
to negotiate a peaceful settlement which will avoid 
the necessity for increased defense preparations 
which could shatter the second Five-Year Plan and 
retard India’s economic growth indefinitely. 


India’s Ambitious Series of Five Year Plans 


India’s economic planning is the most compre- 
hensive ever undertaken in a democratic country on a 
coordinated scale. The difficulties of raising the eco- 
nomic level of the vast subcontinent are intensified 
by the fact that the population, presently estimated 
at 400 million, increases at the rate of two per cent 
annually. 

The Indian government has tackled its problems 
on a very long-range basis, calling for five Five-Year 
Plans between 1951 and 1976. An index of the pro- 
gress called for under these five plans can be gained 
from the fact that one goal is to achieve a total 
national income in 1976 of about $55 billion. com- 
pared with the present figure of less than $24 billion 
per year. 

The objective is to raise the per capita income 
from its present appalling low of $60 to around 
$200—while the population increases from 400 to 
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500 million during the period. 

The rate of investment as percentage of national 

income is due to rise, if India’s planners have their 
sights set accurately, from its present 7.3 to 132.9 
| by 1976! 
The immense scope and complexity of India’s plan- 
ning has involved the government deeply in the 
economic operations of the country and led to charges 
that the system is socialistic. Indian officials stren- 
| wously reject this suggestion. They claim that per- 
eontagewise there actually is less socialism in India 
than in the United States. 

And they invite foreign investment in the large 
‘.ector” of the economy which has been reserved 
for private enterprise. 

But of this situation, and the opportunities for 
tle private American investor in India, more later. 


Real Success of First Five Year Plan 


India’s first Five-Year Plan, begun in 1951, had 
as its primary purpose the development of agricul- 
ture to relieve the chronic food shortages which 
deained the country’s foreign exchange for imports. 
The plan also was aimed at slowing inflation. 

The plan’s agricultural aspects emphasized. new 
irrigation, land reclamation, a national extension 
service and a rural development program. 

The Indian government considered the results of 
the first Five-Year Plan, which was aided by favor- 
able rains, outstanding. It described the plan as 
“sminently successful’. B Foodgrain production in- 
creased 11 million tons per year over the five years, 
or almost 25 per cent. ® Agricultural production as 
a whole was raised 19 per cent. ® Irrigation and 
lend reclamation projects under the plan increased 
the area under cultivation by 26 million acres. And a 
good start was made in organizing the educational 
and health services so badly needed in the rural 
areas in which live 325 million of India’s inhabi- 
tants. 

While major emphasis under the first Five-Year 
Plan was on agriculture, the government’s simul- 
taneous effort to stimulate existing factories to uti- 
lize their full capacities and a general increase in 
business confidence led to a sharp rise in industrial 
production on the base then existing. There was a 
38 per cent increase in industrial production during 
the first Five-Year Plan. And a good start was made 
in modernizing the railways and improving highways 
and port facilities. 

& National income in 1956 was 18 per cent above 
1951 and per capita income increased 11 per cent 
during this period. 


The Impressive Second Five Year Plan 


For India’s planners the first Five-Year Plan was 
but preparation for what they considered “the colos- 
sal task of rebuilding the nation” over a twenty- 
tnd period beginning with the second Five-Year 

‘lan. 

It is this second Five-Year Plan, which began in 
1956, which is in immediate danger if India’s dispute 
with Red China forces diversion of money, material 
and effort into increased defense preparations. 

The actual financial outlay in the first Five-Year 
Plan was the equivalent of $4,116 million. The total 
public development outlay for the second Five-Year 
Plan originally was projected at the equivalent of 
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$10,080 million. However, difficulty in securing all 
the desired foreign credit has caused the Indian 
government to revise the total figure down to $9,450 
million, Even with this cut, it will require strenuous 
efforts to raise more money internally. 

The targets India has set for the second Five-Year 


nomic experts believe she has a firhting chance to 
hit them if the international situation does not upset 
her planning. 

The plan calls for the following production in- 
creases between 1956 and 19¢1: 

&Foodgrains, from 65.3 million tons in 1956 to 
80.5 million in 1961; ® fin- (Please turn to page 49) 
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the alchemists now at work in our chemical labora- 
tories, where in the past two decades their imagina- 
tion has created the wondrous products that have 
become a part of our daily lives, and the basis for 
new multi-million dollar industries. But this is only 
the beginning, for from this delving into nature’s 
storehouse of treasures, there is bound to emerge 
new and more wonderful products that augur well 
for the future of this industry. 

But, as each new product emerges, another is in 
the test tubes ready to take its place, so that in ap- 
praising the position of the chemical companies from 
an earnings-dividend standpoint for investment, one 
must take this factor into consideration. It is es- 
pecially desirable to do so at this time, with the 
securities market in a period of readjustment, and 
when many of the issues seem to be selling at prices 
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CHEMICAL INDUSTRY | 


>a — Earnings-Dividend position of the companies 
and evaluation of current level of share prices 
— for the short term — for the longer term 





Taking a long | 
look ahead at the | 


By Ralph Schulz 





that discount the “unknown” for years ahead. 

Figures for the first six months leave no doubt 
that chemical producers have shown excellent prog- 
ress thus far in 1959. 

Judging from the first half results, sales of } 
chemicals and allied products could top $26 billion | 
this year, a gain of about $3 billion over 1958. } 
Profit margins—reflecting higher operating ratios, | 
relatively low plant startup outlays, and cost-cutting | 
programs instituted last year—are also on the rise. | 

Of course, the record thus far for 1959 takes on | 
added luster by comparison with the recession- | 
riddled first half of 1958. Subsequent year-to-year | 
comparisons will not enjoy this benefit, at least to 
the same extent. Yet, the chemical industry’s pros- 
perity is real; profits are excellent even by com- 
parison with those of the boom years of 1956 and 
1957. 

Dividends have been increasing, although they 
probably will not reflect the full force of the earnings 


} 


THE MAGAZINE OF WALL STREET 





i 


KE 





rise, 

TI 
tain 
thro 
turn 
And 
need 

Cz 
liste 
$502 
over 
divi 
Pent 
Agri 
is ar 
vide! 
year 

Cl 
like 
high 
Earl 
mon 
teml 
Ame 
2743 
son, 


Hi 


is s 


SEP1 


























ET SL Se ELS ane tS 
Statistical Position of Leading Ethical Drug Companies 


























—_—_—_———Ist 6 Months———_——_—_ Full Year 
Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range Recent Yie'd 
1958 1959 1958 1959 1958 1959 1957. 1958 1958 1959* 1958-59 Price % 
(Millions)}— % % 
foe i $ 56.6 $58.4 10.0 9.5 $1.48 $1.42 $3.30 $3.32 $1.90 $1.90 8334- 435% 65 2.9% 
W.C. (mil.) ‘57—$37.0; ‘58—$37.9 
oo . N.A. N.A. N.A. NLA, .83 1.36 1.46 72 80 42'- 17% 37 2.1 
W.C. (mil.) ‘57—$21.3; ‘58—$26.3 
en AS reer ene eee . 101.4 110.7 13.8 14.3 1.35 1.48 2.20 2.53 1.40 1.60 9134- 3634 77 20 
W.C. (mil.) ‘57—$78.5; ‘58—$84.1 
NORWICH PHARM. ..........0.0..0......... 16.8 18.0 10.2 11.3 1.08 2.08 2.29 1.25 1.40 92\4- 31 70 2.0 
| W.C. (mil.) ’57—$11.2; ‘58—$12.2 
NE SI ios hic ecksstcsonndalaskoencnaes 83.2 90.7 16.1 14.0 .93 1.89 1.89 1.00 1.30 49\4- 175% 44 2.9 
W.C. (mil.) ‘57—$67.8; ‘58—$73.4 
PrEZER (CHAS.) & CO. ................. 106.9 122.9 10.8 9.2 -69 1.41 1.48 75 .80 45\4- 1658 36 22 
W.C. (mil.) ‘57—$74.8; ‘58-$69.3 
REXALL DRUG & CHEM. ............. ; 78.5 97.7 2.4 3.3 .90 1.45 1.83 -50 50! 50%- 8% 43 1.1 
| W.C. (mil.) ‘57—$50.1; ‘58—$54.7 
SE MN hss cccnscuncssbncccdnores 38.4 39.0 15.3 13.3 1.44 1.25 3.80 3.06 1.20 1.40 76'2- 32% 70 2.0 
W.C. (mil.) ‘57—$34.7; ‘58—$39.1 
SMITH, KLINE & FRENCH ............ 61.3 66.8 16.1 19.2 89 1.41 1.43 .87 1.00 617%- 195% 55 18 
W.C. (mil.) ‘57—$27.9; ‘58—$25.9 | 
SII Sa siee scp vlan ccincnteacteenesses 67.1 72.2 13.8 13.5 -70 1.23 1.43 54 64 50 - 40 46 1.3 
| W.C. (mil.) ‘57—$46.8; ‘58-$52.6 
| wc. Working capital. *Based on latest dividend rate. N.A.—Not available. 1__Plus stock. 
Individual Company Ratings 
Abbott Labs B2 Parke Davis Al Schering Corp. B2 
Bristol-Myers BT Pfizer (Chas.) Al Smith, Kline & French Al 
Merck & Co. Al Rexall Drug 8B! Upjohn Company Al 
Norwich Pharm. BI 
KEY TO RATINGS: (A)—Best Grade. (C)—Speculative. Improved earnings trend. 3__Lower earnings trend. 
(B)—Good Grade. (D)—Unattractive. 2__Sustained earnings trend. 
=a A 
rise, as earnings are ploughed back. chemicals—particularly naphthalene and _ phthalic 


The industry—which was generally able to main- 
tain cash dividend payments at established levels 
throughout the slack quarters of 1957-’58—is re- 
turning to a more conservative dividend-profit ratio. 
And increasing amounts of capital will likely be 
needed to finance plant expansions in 1960. 

Cash dividends paid by the 96 chemical companies 
listed on the New York Stock Exchange totalled 
$502.5 million for the first half of 1959, a 2.7% rise 
over first half 1958. Among chemical firms boosting 
dividends or declaring extras during this period were 
Pennsalt Chemicals, American Potash, American 
Agricultural Chemical, and Stauffer. Dow Chemical 
is among those that have recently declared stock di- 
vidends. Additional increases, stock dividends and 
yearend extras are likely. 

Chemical shares have been behaving very much 
like the market as a whole. After achieving all-time 
highs in late July, chemical stocks started to slide. 
Early September prices were the lowest in some 
months. Between the July peak and the low of Sep- 
tember 9, Allied Chemical dropped from 131 to 112; 
American Cyanamid, from 6514 to 5614; Du Pont, 
2743/, to 252; Monsanto, 5634 to 4814; Olin Mathie- 
son, 5834 to 4614; Union Carbide, 15014 to 13634. 


Future 1959 Earnings 


How much the steel strike will cut into earnings 
is still anyone’s guess. Supply of some coal-tar 
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anhydride—is feeling a pinch; shipments of sulfuric 
and hydrochloric acids have been curtailed about 
10%; other commodities (e.g., oxygen) have also 
been hit. And the chemical industry, of course, 
shares the braking effect of the strike on the gen- 
eral economy. If the steel strike is not prolonged, the 
damage to earnings will not be material. If the 
strike lasts much beyond the end of September, how- 
ever, the consequences might be much more dire. 


The Growth Ahead 


The chemical industry today is expected to make 
further gains at least into early 1960, and the longer- 
term growth prospects appear bright. Right now, 
chemical companies are regrouping their resources, 
readying for the next big wave of capacity expan- 
sion. 

This is a time for “catching up.” The shortages of 
the immediate post-World War II period have been 
replaced by overcapacity in many chemical lines. 
Competition, both domestic and foreign, is stiff and 
becoming stiffer. Marginal producers are in real 
peril for their survival. Cost-consciousness is the key 
to the present buyer’s market. 

Spurred by a wave of population growth and surg- 
ing gross national product, demand is expected again 
to overtake capacity in the early 1960’s. By the 
middle ’60s, expansion should be in full swing. 

If our economy maintains its pace, heavy chemi- 
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B—Good grade. D—Unattractive. 


cals, intermediates, specialties—all will ride the flood- 
tide of demand. Plastics, proved star performers in 
the earnings column, will be particularly worth 
watching. It’s not unlikely that total plastics demand 
will greatly increase within the next five or six 
years. 


Worth Watching: Plastics 


Growth of the plastics field will be accompanied 
by changing market patterns. Polyethylene, which 
last year ousted vinyls from the top sales position 
among plastics groups, may move into the billion 
lbs./year (production) class next year. Polyethy- 
lene today sells for 35-38c/lb. Biggest use: flexible 
film for packaging, building construction, agriculture 
and road building. 

Polypropylene also bids fair to capture a larger 


Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range’ Recent Yie'd 
1958 1959 1958 1959 1958 1959 1957 1958 1958 1959* 1958-59 Price % 
—(Millions)— % % 
BA GTI cssiscsccscsescccoesessseses $85.6 $101.8 7.6 7.6 $1.71 $2.01 $4.35 $3.47 $2.50 $2.50 91% 49% 85 2.5% 
W.C, (mil.) ‘57—$50.2; ‘58—$47.8 
ALLIED CHEMICAL CORP. ............ 315.2 372.4 48 7.5 1.55 2.81 4.37 3.41 3.00 3.00 132 - 72'2 113 2.6 
W.C. (mil.) ‘57—$161.3; ‘58—$157.9 
AMER. AGRIC. CHEM. ..................... 80.3! 91.41 601 5.51 2.591 2.411 2.47 2.59 1.50 1.60 37%- 21% 32 5.0 
W.C. (mil.) 57—-$27.7; 58—$25.9 
AMER, CYANAMID .....000000... 257.3 297.5 7.4 9.1 91 1.28 2.42 2.07 1.60 1.60 65%- 39% 58 2.7 
W.C, (mil.) ‘57—$168.5; ‘58—$130.5 
AMER. POTASH & CHEM. ............ 23.6 27.7 #93 9.1 92 1.07 2.35 1.83 1.00 1.20 54%- 3358 41 2.9 i 
W.C. (mil.) ‘57—$11.7; ‘58—$14.2 | 
NN MI icc setinskeatsccinsiancaseses 31.7 34.9 3.9 5.3 1.66 2.45 5.63 3.80 2.40 2.40 96 - 59 86 2.7 
W.C. (mil.) ‘57—$18.4; ‘58—$17.2 
COLUMBIAN CARBON .................... 31.5 36.6 47 9.5 -92 2.16 2.64 2.46 2.40 2.40 51%- 31% 49 48 
W.C. {mil.) ‘57—$17.7; ‘58—$18.9 
COMMERCIAL SOLVENTS .............. 28.4 32.4 25 4.2 .27 .50 .53 52 .27%2 20 18%- 10% 15 1.3 
W.C. (mil.) ‘57—$21.4; ‘58—$23.1 
DIAMOND ALKALI ...........0.0.000... 56.3 65.9 4.2 7.9 -86 1.85 2.53 2.32 1.80 1.80 6334- 30% 59 3.0 
W.C. (mil.) ‘57—$19.4; ‘58—$20.4 
ae eee 636.22 705.42 7.22 89° 1.782 2.39- 2.15 1.78 1.20 1.20 925- 52% 83 1.4 
W.C. (mil.) ‘57—$83.7; ‘58—$155.5 
OTIS casntcccdecesceckessniessassssgaticcexce 867.5 1,083.4 168 19.9 3.09 4.61 8.48 7.24 6.00 6.00 27834-1728 259 2.3 
W.C. (mil.) ‘57-$636.5; ‘58—$615.7 
FOOD MACHINERY & CHEM. ...... 156.7 184.0 5.2 62 1.20 1.64 2.30 2.39 1.05 1.20 545s- 233%4 54 2.2 
W.C. (mil.) ‘57—$104.5; ‘58-$107.0 
HERCULES POWDER ...................000 116.7 137.2 6.5 8.5 89 1.36 2.12 2.04 1.10 1.10 72%- 38% 63 1.7 
W.C. (mil.) ‘57—$54.0; ‘58-$66.6 
HEYDEN-NEWPORT CHEM. ........... 22.8 27.8 3.2 5.0 26 60 1.08 62 70 40 23%- 11% 18 2.2 
W.C. (mil.) ‘57—$13.7; ‘58—$17.2 
HOOKER CHEMICAL CORP. ........ 60.18 74.73 8.53 9.23 693 93° 1.50 1.43 1.00 1.00 47%- 2342 39 2.5 
W.C. (mil.) ‘57—$31.3; ‘58—$34.1 
W.C.—Working capital. 1__Year ended June 30. 3—6 months ended May 31. 
*—Based on latest dividend rate. 2—Years ended May 31. 
Individual Company Ratings 
Air Reduction BI Amer. Potash & Chem. B1 Diamond Agkali BI Hercules Powder Al 
Allied Chemical Al Atlas Powder B1 Dow Chemical Al Heyden-Newport C1 
Amer. Agric. Chem. B2 Columbian Carbon B1 du Pont Al Hooker Chem. B1 
Amer. Cyanamid Al Commercial Solvents C1 Food Machinery B1 
RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—Lower earnings wend. —_ 








2—Sustained earnings trend. 


share of the plastics market in the immedate years 
ahead. First cousin to polyethylene, polypropylene 
will be competing for many of the former’s gainful 
applications. Polypropylene is pushing for use in 
packaging, housewares and automobiles. An appre- 
ciable portion of current polypropylene output 
emerges in fiber form (for auto seat covers, rope, 
polypropylene producer in the U.S. and is expanding. 
But, by virtue of licenses or pioneering research and 
development, others are in a position to launch pro- 
duction at any time. Among them: Du Pont, Phillips 
Petroleum, Union Carbide, Standard Oil of Indiana 
Eastman. Two petrochemical producers—AviSu1 
and Humble Oil—will soon be in production. 
Outside of the polyolefins (polyethylene, polypro- 
pylene), polyurethanes perhaps promise most in the 
way of near-term market growth. Expansion of de 
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Statistical Position of Leading Chemical 


—___———1st 6 Month 


Companies —(Continued) 


—ull Year 





Net Profit 
Net Sales Margin 
1958 1959 1958 1959 
-—(Millions)— 


% % 


INT. MINERALS & CHEM. .............. $103.6! $112.5! 5.0! 5.5! 
W.C. (mil.) ‘57—$35.8; ‘58—$33.1 


MONSANTO CHEMICAL 3 
W.C. (mil.) ‘57—$166.3; ‘58—$185.1 


NOPCO CHEMICAL CO. 
W.C. {mil.) ‘57—$5.4; ‘58—$6.0 


OLIN MATHIESON CHEM. 
W.C. (mil.) ‘57—$251.8; ‘58-$241.4 


PENNSALT CHEMICALS 
W.C. (mil.) ‘57—$20.7; ‘58—$20.6 


ROHM & HAAS 
W.C. (mil.) ‘57—$23.9; ‘58—$37.2 


SPENCER CHEMICAL 
W.C. (mil.) ‘57—$22.8; ‘58—$20.1 





413.7 49 8.1 


WS 56 5.9 





347.3 3.5 5.0 


453 46 60 





109.3 7.4 10.8 





57.51 9.01 8.91 


Net Per 
Share 
1958 


$2.09. $2.47! 
75 
81 
4 
47 


5. 


71 


3.091 


Earned Per Dividend Per 
Share Share Indic. 
1957 1958 1958 1959* 


Div. 
Recent Yield 
Price % 


Price 
Range 


1959 1958-59 


$3.12 $2.09 $1.60 1.60 35'2- 26% 30 5.3% 


1.51 1.68 1.55 1.00 1.00 56%4- 29% 52 


1.02 1.72 1.00 1.003 4412- 1558 40 


1.32 70 1.50 1.00 585%- 31'2 48 


71 70 36 - 16% 28 


10.67 2.00 69134-312 678 


82 - 49'2 


4.10! 77 





STAUFFER CHEM. ...........cccsccccsesrsere 10.5 


W.C. (mil.) ‘57—$40.8; ‘58—$51.9 


86.8 8.7 


98 


1.26 





TEXAS GULF SULPHUR 
W.C. (mil.) ‘57—$66.3; ‘58—$70.5 


33.0 26.4 21.1 


69 


.70 25%- 





UNION CARBIDE CORP. 
W.C. (mil.) ‘57—$422.8; ‘58—$439.5 


760.1 84 11.8 1 


66 








15012- 





UNITED CARBON . 
W.C. (mil.) ‘57—$422.8; ‘58—$439.5 


U.S. BORAX & CHEM. ................... 
W.C. (mil.) ‘57—$6.6; ‘58—-$8.4 


VICTOR CHEMICAL 
W.C. (mil.) ‘57—$14.1; ‘58—$15.1 


VIRG.-CAROLINA CHEM. 
W.C. (mil.) ‘57—$28.1; ‘58—-$28.8 


31.4 10.2 11.1 





473 37 98 


30.3 6.5 





8.2 


46.5~ 





W.C.—Working capital. 
*—Based on latest dividend rate. 
d— Deficit. 


2. 


28 


-94 


8 1.12 41.272 


Note: 10/27/59 stockholders will vote on merger of Victor : 
Chemical into Stauffer Chemical Co. 


24 


5.22 2.00 88%4- 


1.15 41 


51%- 


2.03 


1.92 1.00 635- 
463° 465 41.20 3534- 


Year ended June 30. 
9 months ended March 31. 
Plus stock. 





Pennsalt Chem. BI 
Rohm & Haas Al 
Spencer Chem. BI! 


Stauffer Chem. BI 


Int. Minerals & Chem. 8B! 
Monsanto Chemical Al 
Nopco Chemical B1 

Olin Mathieson B81 


RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 


mand for flexible polyurethane foam by the furni- 
ture industry is expected to supply the chief boost. 
Production of polyurethanes this year should be in 
the neighborhood of 60 million lbs. Producers are 
talking about 100 million Ibs. in 1960. 

Older plastics, such as polystyrene, phenolics, urea 
and melamine, and acrylics, have growth promise. 
And neophytes—e.g., DuPont’s Delrin (formalde- 
hyde), General Electric’s Lexan (polycarbonate)— 
could open new industrial plastics markets. 


Long-Term Promise 


Solid achievement underpins chemical stocks for 
the longer term. But, as short-term investments, 
chemical stocks appear to be generously valued— 
although no more so, than many other industrial 
equities. And over a longer period—e.g., 10-15 years 


SEPTEMBER 26, 1959 


Texas Gulf Sulphur 
Union Carbide Al 


Individual Company Ratings 


B2 Victor Chemical B1 


Virg.-Carolina Chem. C1 


United Carbon B81 


U. 


1—Improved earnings trend. 
oi 


S. Borax & Chem. C1 





3-—Lower earnings trend. 
Sustained earnings trend. 


—chemical stocks may show better-than-average 
returns in terms of cash and stock dividends plus 
appreciation. 

Here’s how individual companies fit into the chem- 
ical industry’s over-all pattern. 

Without exception, the industry sales leaders 
show good long-term promise. Diversified Du Pont 
is benefiting from the pickup of general business and 
of course may be expected to register substantial 
sales and profit increases for full year 1959 vs. re- 
cessionary 1958. Expansion of synthetic fiber ca- 
pacity is now under way. The unsettled question of 
how the company will dispose of its General Motors 
holdings injects a note of uncertainty into the pros- 
pect for Du Pont common shares. Earnings per 
share should increase to about $9, compared with 
$7.24 in 1958. (Please turn to page 51) 
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HOAUYVASAY 


Current world over - production in 
NON-FERROUS METALS 


By William F. Boericke 


> Competition between the metals for new uses produces dislocations— 


with adjustments in the making 


> Near and longer term position for Copper, Zinc, Lead and Aluminum 


> 1959 Earnings compared with those of recessionary 1958—with vary- 
ing earnings-dividend prospects for the individual companies looking 


to 1960 


. forecast price trends for the Big Four of the 
-* non-ferrous metals has never been easy, and sel- 
dom indeed has it been so hazardous a task as at the 
present time. So many factors must be considered 
that affect demand and supply not only for the im- 
mediate short term, but for the long term as well, 
that the job is approached with hesitancy and a de- 
vout prayer that unpredictable developments may 
stay at a minimum. How long will the copper strikes 
continue? Will higher tariffs be granted to lead and 
zinc miners? Can aluminum producers raise the price 
of their metal before settling a new wage agreement 
with the men? How well fortified are consumers with 
respect to their inventories and when will the pinch 
come if the strikes drag along? These are just a few 
of the questions for which we have little definite data 
to guide an answer. 

It is comparatively easy to assemble available 
statistics, and attempt to interpret them, but in 
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many cases they are incomplete and fail to portray 
the whole picture. For example, we have quite ac- 
curate figures on Free World Copper production and 
deliveries. But we have nothing on consumers’ stocks. 
We can only guess to what extent the heavy sales 
of the metals in the months preceding the steel strike 
represented inventory buying to hedge against a 
work stoppage or whether they passed to the ulti- 
mate consumer. 


Let’s Begin With Copper 


We can start with copper, not because it is the 
most important perhaps of the four metals, a con- 
clusion with which our aluminum friends would be 
in utter disagreement—but because it has the largest 
investor interest, not only in the stock market, but 
in the Commodity Exchange as well. Its prospects 
and its price changes in the metal markets have 
been a constant source of inspiration and despair to 
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the market commentator and the metal analyst. Be- 
fore trying to peer too eagerly into the future, it 
would be best to summarize briefly what has taken 
place thus far this year. 

At the start of 1959 copper was in a far better 
statistical position than a year earlier. Cutbacks in 
mine production here and abroad in 1958, coupled 
with a prolonged strike in the Rhodesian and Inter- 
national Nickel mines, had reduced domestic and 
foreign copper stocks drastically. Refined metal in 
the hands of the domestic producers had fallen to 
less than 81,000 tons, equal to no more than three 
weeks supply, and world stocks had gone down simi- 
larly. Copper demand in Europe had been extremely 
strong, and the United States moved into the strange 
position for a few months of being an exporter, in- 
stead of an importer of copper. 

Domestic mine production in response to improved 
prices moved rapidly into high gear. Copper had sold 
at 25 cents a pound in mid-1958— it sold lower than 
that in London—but at the end of the year it had re- 
covered to 29 cents, a 16 percent increase. Within 
a month the producers had advanced their price to 
30 cents and in mid-March to 3114 cents, where it 
remained until it was cut back to 30 cents in July. 
At the present time the 30 cent price is purely nomin- 
al. With 75 percent of the domestic mines and smelt- 
ers strike-bound, they have no metal to offer. Deal- 
ers who import copper into the U. S. quote about 33- 
34 cents a pound, but the tonnage disposed of at this 
price is nearly negligible. 


As Problems Multiply 
At the end of the first quarter of this year it be- 
came apparent that copper’s position was deteriorat- 
ing, and by the end of June all but the most ram- 
pant bulls could see the handwriting on the wall. 
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Talk of 35 cents or higher for copper had all but 
vanished. The figures presented a disturbing picture. 
At the end of July world stocks of refined copper had 
climbed to over 389,500 tons, from 240,400 tons last 
November. Every month had shown an increase. Re- 
fined production for the seven months exceeded de- 
liveries to fabricators by 116,500 tons. This was in 
sharp contrast with the 1958 year, which showed 
deliveries had exceeded refined production by 107,300 
tons. Unless this over-supply situation could be cor- 
rected, it could only mean lower prices for the metal. 

Two major copper producers recognized the grav- 
ity of the situation and voluntarily curtailed their 
mine output, Phelps Dodge in this country, and Rho- 
desian Selection Trust in Africa, by 7 percent and 10 
percent respectively. No doubt other producers would 
have followed had not strikes been declared against 
the three principal American producers. This com- 
pletely changed the supply picture. 

In round figures, the strikes are causing the loss 
of about 75,000 tons a month of production of new 
copper in this country. The average world production 
before the strike was about 265,000 tons per month, 
while deliveries averaged 261,000 tons. Evidently 
the loss of production because of the strikes would 
cause a reversal in the world supply position, and if 
continued for two months would bring stocks down 
below the level of the first of the year—assuming 
that consumption continues at its usual rate. 

That is the rub. Copper consumption in the U. S. 
has tended to level off, if measured by the rate of de- 
liveries to fabricators. The peak postwar year was 
1956, with deliveries of 1,466,000 tons. In 1957 de- 
liveries declined to 1,278,000 tons, and in 1958 to 
1,179,000 tons. For 1959, deliveries may show a 15 
per cent gain over last year and total about 1,360,000 
tons. But this would be substantially less than in 
1955-6. 

Copper deliveries abroad showed a different pat- 
tern from the U. S. and increased steadily from 
1955 through 1958. But the first seven months of 
this year showed a reversal and deliveries averaged 
about 11,000 tons less than in 1958. Demand for cop- 
per from Russia has been less insistent. In summary 
the world position for the January-July period show- 
ed refined production about 7 per cent ahead of de- 
liveries, enough to make copper traders skeptical of 
the stability of the 30-cent price level. 


And Now 


This was the situation before the strikes. Un- 
questionably, the statistical position of the metal 
has been improved temporarily but whether it will 
remain so when work is resumed is doubtful. The 
belief is gaining ground that world copper output at 
100 per cent operating capacity exceeds current de- 
mand. If price stability is to be maintained, some 
curtailment of production is called for. This proce- 
dure is fraught with difficulty because of divergent 
interests, not only of individual mining companies, 
but of different world producing areas. Even if all 
U. S. copper producers were in agreement to curtail 
individual output by stipulated amounts, it would be 
impossible for them to proceed in unison without 
running afoul of the law. Whether curtailment would 
be permitted by the Chilean Government, so vitally 
dependent on expanding copper production for a ma- 
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Leading Non-Ferrous Metal Companies 





Price 


Recent Div. 













































































Aluminum Co. of America: World’s largest producer, completely inte- 
grated. Acquisition of Rome Cable improves competitive position. Good 
gain in first half. 

American Metal Climax: Dividends from Rhodesian stock interests will be 
larger this year. Unaffected by copper strike. Earnings from Climax re- 
duced by steel strike. Well diversified operations. Dividend appears well 
protected, good growth potential. B2 

American Smelting & Refining Co.: Smelting operations seriously affected 
by quotes on ore imports and strikes. Long term outlook appears promis- 
ing. Controls immense new copper mine in Peru, in production in 1960. 
B2 


American Zinc, Lead & Smelting: Operates low cost zinc mines with im- 
pressive ore reserves. Earnings increasing, expected to improve further. 
cl 


Ist 6 Months 
Earnings Per Net Sales Earnings Per Div. Range Price Yield 
Net Sales Share 1958 1959 Share Per 1958-59 % 
1957 1958 1957 1958 1958 1959 Share * 
—(Millions)}— —(Millions)— 

ALUMINIUM LID. .cccoccccccccccccscccccccees $385.6 $357.8 $1.37 $ .74 $207.9 $212.1 $ .35 $ .35 $ 50  39%-26 32 1.5% 
W.C. (mil.) ‘57—$172.7; ‘58—$200.4 
ALUMINUM CO. OF AMER. .......... 869.3 753.1 3.55 1.96 366.6 424.9 88 1.32 1.20 11534-60% 108 1.1 
W.C, (mil.) ‘57—$187.7; ‘58—$293.0 
AMERICAN METAL CLIMAX INC. .. 514.2 534.2 1.95 1.27 257.0 317.6 53 1.02 1.20 34-17% 25 48 
W.C, (mil.) ‘57—$82.8; ‘58—$82.0 
AMER, SMELTING & REFINING ...... 498.5 417.1 3.94 2.53 200.6 271.6 1.07 95 1.00 56%-35% 42 2.3 
W.C. (mil.) ‘57—$109.9; 58—-$110.2 
AMER, ZINC, LEAD & SMELTING .. 59.1 44.1 1.07 96 19.1 25.8 38 72 .50 1838-104 7 29 
W.C. (mil.) 57—10.3; 58—$9.0 
ANACONDA CO. ......ccccsecsssesseceeeees 570.7 523.1 4.23 3.16 N.A. N.A. 1.00 3.23 2.00 74%-40 64 3.1 
W.C. (mil.) ‘57—$214.0; ‘58—$179.6 
CORR DE PGC crccceccecssccccsscecees 115.9 103.6 2.76 2.76 46.9 71.0 51 1.24 1.00! 50%4-24% 38 2.6 
W.C. (mil.) ‘57—$52.1; ‘58—$79.1 
CONS. MINING & SMELTING ......... 118.5 103.9 1.13 86 N.A, N.A., N.A. N.A. 80> 23%-16% 20 4.0 
W.C. (mil.) ‘57—$84.9; ‘58—$92.3 
OEE PRI csncescscccscrctessenseccesces 42.5 39.0 1.15 1.38 19.7 22.2 78 -94 50 3458-1642 22 2.2 
W.C., (mil.) ‘57—$29.0; ‘58—$32.8 
BAGER PIII CO, occccccccccecccetscocscese 117.7 98.1 4.25 2.08 46.6 60.5 91 2.34 2.20 57 -27%4 52 41 
W.C. (mil.) ‘57—$27.7; '58—$27.9 
HUDSON BAY MIN. & SMELT. ...... 41.4 40.7 2.91 2.68 18.7 21.9 99 1.60 3.00 66 -40% 53 5.46 
W.C. (mil.) ‘57—$37.1; ‘58—$34.8 
W.C.—Working capital. 1_Plus stock. 
N.A.—Not available. 2—Paid thus far in 1959. 
*—Based on latest dividend rate. 
Aluminum Ltd.: Hurt by lack of fabricating capacity and need to sell Anaconda: Completely integrated copper producer. Owns low cost mines 
major production abroad at competitive prices. Slow steady comeback in Chile. Important uranium producer, growing interests in aluminum. B2 
indicated. Earnings trend now upward. B2 


Cerro de Pasco: Operations becoming more diversified, now about 50-50 
between Peru metal mining and U. S. fabricating activities. Principal 
metals lead, zinc, silver. Owns 14% of Southern Peru Copper Co. B2 | 


Consolidated Mining & Smelting: Canada’s largest smelting company, 
owns huge Sullivan mine controlled by Can. Pac. RR. Hurt by U. S. 
quotas on imports of lead and zinc. B2 


Copper Range: Owns White Pine with impressive ore reserves. Should 
—. into low cost producer. Owns important copper fabricator as 
we 

Eagle Picher: Now concentrating activities in mfg. rather than mining. 
Higher lead-zinc prices would permit reopening mines. B2 

Hudson Bay Mining & Smelting: Well managed Canadian zinc-copper 
 _—ae Strong finances. Markets now limited because of U. S$. quotas. 





RATINGS: A—Best grade. 
B—Good grade. 


C—Speculative. 
D—Unattractive. 


1—Improved earnings trend. 
2—Sustained earnings trend. 
3—Lower earnings trend. 














jor part of its revenues, is questionable. Rhodesia, 
third largest copper producing country, has some- 
what similar problems. 

Even this is not the whole story. The industry 
must look forward to further sizable increases in pro- 
duction in 1960, when the newest major producer, 
Toquepala, comes in with a yearly output of over 
100,000 tons, and Anaconda’s El Salvador reaches 
capacity with the same amount. 

The immediate outlook for the price of copper is 
highly uncertain. It could advance to 35 cents a pound 
if the strikes continue. But the long term prospect 
is for little change, up or down, from a 30-31 cent 
level. The big producers don’t favor a high price and 


most emphatically, prefer stability to a run-a-way 
market. They want no repetition of 1955-6, when 
45-50 cent copper cost them substantial markets to 
competing materials, notably aluminum, which they 
will probably never regain. A price of 31-33 cents is 
regarded as insuring copper’s position competitively 
with aluminum. A higher price would mean increas- 
ing loss of markets to the light metal. 

There is another reason why a 40 cent price or 
higher is looked upon with disfavor by producers. 
The Government has a lot of copper in its supple- 
mentary stockpile that conceivably could be sold to 
ease a temporary pinch in supplies. This was pro- 
posed some months ago and aroused bitter protests 
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Leading Non-Ferrous Metal Companies—(Continued) 





Earnings Per 


Net Sa'es Share 
1957 1958 1957 1958 
—(Millions)— 


INSPIRATION CONSOLIDATED ......$ 21.3 
W.C. (mil.) ‘57—$15.9; ‘58-$17.7 


$22.5 $3.15 $1.87 


Price 





Recent Div. 


Ist 6 Months ———_———__ 1959 
Net Sales Earnings Per Div. Range Price Yield 
1958 1959 Share Per 1958-59 % 
1958 1959 Share * 
—(Millions) 


$9.8 $15.7 $ .47 $2.71 $2.00 5012-255 39 5.1% 








165.6 212.4 1.47 2.63 2.60 106%-70% 94 2.7 























W.C. (mil.) ‘57—$33.5; ‘58—$40.0 


INTERNATIONAL NICKEL .............. 442.8 322.0 5.91 2.72 

W.C. (mil.) ‘57—$269.3; ‘58—$237.6 

KAISER ALUM. & CHEMICAL ........ 391.6 408.5 1.59 1.43 198.3 221.3 66 72 90 65 -23 SS 1.6 
W.C. (mil.) ‘57—$80.2; ‘58—$91.3 

KENNECOTT COPPER. ..........c.ccc0eseeee 467.9 395.3 7.32 5.44 173.3 262.6 2.12 4.32 6.00 1173%4-75% 99 60 
W.C. (mil.) ‘57—$329.3; ‘58-$306.0 

DRAG IAR COPPER occcccccccsscescscoscccsce 47.0 54.5 1.94 58 26.7 32.0 d.73 2.82 78 -31% 55 _— 
W.C. (mil.) ‘57—$18.2; ‘8—$21.0 

MIAMI COPPER 27.8 22.6 3.84 1.97 8.3 13.9 13 2.81 2.00 5234-24 47 42 
W.C. (mil.) ‘57—$16.4; ‘58—$17.6 

NEW JERSEY ZINC .............ccccccccorsore N.A. N.A. .63 41 6.4 10.1 05 97 251 30%-18% 27 9 
W.C. (mil.) ‘57—$24.2; ‘58—$20.8 | 
RE IIE siiscsiceacssuvsnensonsmniatens 287.1 269.9 4.48 3.75 109.4 171.3 1.30 2.63 3.00 7012-37 57 - 5.2 
W.C. (mil.) ‘57—$168.9; ‘58—$163.4 

REYNOLDS METALS. ............c.:ccseeeee 446.5 445.5 3.28 3.25 222.6 239.4 1.63 1.60 65 12234-3244 100 6 
W.C. (mil.) ‘57—$128.2; ‘58—$137.3 

Be. BE ND earcicescssesssccanenensce 106.8 75.6 3.04 1.52 34.3 44.7 82 1.34 1.00 36'2-22% 30 3.3 








U. S. SMELTING REF. & MIN. ........ 42.7 28.9 1.58 43.41 
W.C. (mil.) ‘57—$19.7; ‘58—$19.2 


4112-2534 30 — 





W.C.—Working capital. 
*—Based on latest dividend rate. 
d—Deficit. 








Inspiration Cooper: Medium sized, well managed moderate cost producer. 
Production unaffected by strikes. Reserves improved by acquisition of 
new mine. 

International Nickel: World’s largest nickel producer, also leading Cana- 
dian copper producer. Developing important new mine to enter produc- 
tion 1960-1. Nickel demand expected to parallel steel output. A2 
Kaiser Aluminum: Integrated aluminum producer, ranks third in industry. 
Large stock interest held by Kennecott Copper. 

Kennecott Copper: World's largest copper producer, important output of 
molybdenum and gold. Fully integrated. Strong finances. A 

Magma Copper: Main asset is San Manvel mine, fourth largest U. S. 
copper producer. Costs being steadily reduced, profits up, but dividends 
unlikely until bank and Govt. loans repaid. 

Miami Copper: Well managed low grade copper mine, limited reserves. 
Production will be lower. Strong finances permit continued dividend pay- 





RATINGS: A—Best grade. C—Speculative. 


D—Unattractive. 


B—Good grade. 


N.A.—Not available. 
1__Pagid thus far in 1959. 


ment from investment portfolio. C1 

New Jersey Zinc: Making strong comeback after poor 1958. Production 
unaffected by strikes. Leading factor in mfg. of Special High Grade 
metal. Dividends recently resumed. B1 

Phelps Dodge: Second largest domestic copper producer. Low cost mines. 
Present production within U. S. hence specially benefitted by tariff. Al 
Reynolds Metals: Highly aggressive aluminum producer, fully integrated. 
Control of British Aluminum improves its international position. 








St. Joseph Lead: Largest U. S. lead producer, major factor as well in 
zinc. Jointly with Bethlehem Steel is developing promising iron mine in 
Missouri. Bl 


U. S. Smelting, Refining & Mining: Western operations curtailed on shut- 
down. Limited life to Alaskan gold operations. Higher tariffs would help 
its lead-zine output. Stock well leveraged. 


1_Improved earnings trend. 
2—Sustained earnings trend. 





from the producers. It was quietly dropped at the 
time, but the copper is still there and presents a real 
threat should the price ever climb skyward. An ex- 
ecutive of Anaconda, commenting on the stockpile, 
declared that a good purpose to metal consumers 
would be served if amounts were released in periods 
of run-a-way prices. His idea of a run-a-way price? 
Copper selling on sustained period for more than 35 
cents a pound. 

Assuming that copper continues to sell at 30-31 
cents a pound, the outlook for stockholders in the 
major copper companies appears definitely good. The 
record of the companies for the first half of 1959 
gives convincing evidence of this. Anaconda earned 
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$3.23 a share, triple the amount reported for the 
same period of 1958, and more than was earned in 
the whole year—a recession year. Phelps Dodge 
showed $2.71 per share, and Kennecott $4.32, com- 
pared with $1.35 and $2.12 respectively in the same 
period of 1958. While it is unlikely that results for 
the second half will be as cheerful as for the first half 
because of strike losses and consequent poor third 
quarter, the stocks appear to be selling on a reason- 
able price-earnings ratio on the basis of 1959 and 
anticipated 1960 results. 


The Comeback in Aluminum 


No other metal has (Please turn io page 52) 
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NEW PRODUCT EXPANSION HELPS 


PAPER INDUSTRY 
TO ADJUST OVER-CAPACITY 


By Burton H. Wheeler 


® Industry makes progress through diversification into new 
fields with boom in consumer goods—and increase in paper 
consumption—output now close to 1956 high 


> Fresh appraisal of earnings-dividend position and outlook for 


all major companies 
> Shows those in best position 


® Those which have already over-discounted their prospects 
and are selling too high in this market 


N the recession year 1958 the paper industry 

demonstrated that it had come of age, and had 
finally thrown off the “feast or famine” character 
that pervaded most investment thinking about paper 
stocks. 

Although production and earnings both trailed 
behind the records set in 1956, it is significant that 
overall output surpassed 1957 and was actually less 
than 2% below 1956. More important for current 
appraisal, however, is the fact that the industry 
which suffered least from the recession is showing 
no signs of slowing down now that the economy is 
again demonstrating growth characteristics. In fact, 
unless the steel strike and tight money throw a 
much more serious crimp in the economy than is 
now anticipated, paper and paperboard production 
will top 33 million tons, or 5% more than was pro- 
duced in 1956. 

Moreover, the increase this year has been across 
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the board for the paper industry. Building papers 
boomed with the prosperity in the building trades 
and the near record level of housing starts; paper- 
board and other papers used in making shipping 
containers have been in record demand as the ship- 
ment of goods has reached peak levels; sanitary pa- 
pers, one of the fastest growing segments of the in- 
dustry have continued to soar; and newsprint con- 
sumption has been running almost 5% ahead of last 
year. 

Despite this excellent production record however, 
it is unlikely that 1959 will be a record earnings year 
for most paper companies, although healthy gains 
may be scored over 1958 figures, unless the decline 
in housing starts cuts sales. 


Paper Industry Over-Capacity 


The principal reason for this is the tremendous 
expansion in recent years and the problem of over- 
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Statistical Data on Leading Paper Companies 

















-Ist 6 Month 



















—_—— ——ull Year——__—_ 
Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range’ Recent Yield 
1958 1959 1958 1959 1958 1959 1957 1958 1958 1959* 1958-59 Price % 
—(Millions)— % % 
CHAMPION PAPER & FIBRE .......... $ 40.41 $4781 43 53 $ .371 $55! $2.51 $1.64 $1.20 $1.20 5034- 34 42 2.8% 
W.C. (mil.) ‘57—$41.0; ‘58-$46.8 
CORTTATIIER CORP. ccceccccccccccccssessese 123.6 136.5 5.6 6.2 65 -80 1.36 1.35 1.00 1.00 30%4- 17 28 3.5 
W.C. (mil.) ‘57—$30.6; ‘58—$22.9 
CROWN ZELLERBACH ..................... 223.3 257.3 6.3 7.0 .98 1.25 2.39 2.32 1.80 1.80  605%- 4312 57 3.1 
W.C, (mil.) ‘57—$136.3; ‘58—$132.4 
FEDERAL PAPER BOARD la paves 33.4° 35.22 60° 5.8° 1.752 1.74- 4.64 3.74 2.00 2.00 5634- 2912 48 4.1 
W.C. (mil.) ‘57—$18.3; ‘58—$18.3 
FIBREBOARD PAPER PROD. ............ 54.1 58.1 3.7 4.6 1.24 1.55 2.47 2.81 1.204 1.20% 5758- 2012 55 2.1 
: W.C. (mil.) ‘57—$47.7; ‘58—$52.0 
; Poses ee oy : = : 
GREAT NORTHERN PAPER ............... 24.3- 25.5~ .2> 2.5° d.10> .63- 2.42 .64 .60 60 61 - 37 53. (141 
W.C. (mil.) ‘57—$17.9; ‘58—-$21.6 
HAMMERMILL PAPER ...........0.0...... 28.0 31.5 4.2 5.0 5 1.28 2.04 2.06 1.12 1.00 36'4- 3154 34 2.9 






W.C, (mil.) ‘57—$10.3; ‘58—$12.6 

















W.C. (mil.) ‘57—$20.0; ‘58—$21.4 





W.C.—-Working capital. 
*—Based on latest dividend rate. 
d—Deficit. 


Champion Paper & Fibre: After earning $1.64 in fiscal 1959, company got 
off to better start in recent quarter. Should earn $2.50 this year. Bl 


Container Corp.: Strength in paperboard containers indicates a good year. 
Earnings may approach 1956 record of $1.71. 


Crown Zellerbach: New competition in some markets poses uncertainties. 
Nevertheless, 1959 earnings should recover to around $2.60. Al 


Federal Paper Board: Despite no gain in first half, high demand may 
lead to 1959 profits of about $4.00. BI 

Fibreboard Paper Products: Earnings in first half should lead to around 
$3.25 for year. 
RATINGS: ABest grade. 

B—Good grade. 

C—Speculative. 

D—Unattractive. 


INTERNATIONAL PAPER ................ 442.5 505.5 68 7.9 2. 
W.C. (mil.) ‘57—$195.3; ‘58-$214.0 

KIMBERLY-CLARK CORP. ................. 84.5% 90.8% 7.1% 6.4% 
W.C. (mil.) ‘57—$85.3; ‘58—$92.3 

IE MI Aaccnccakoiaxcinerecinbaacaveese 41.7 45.3 7.1 7.3 


34 3.05 6.17 5.46 3.004 3.00 133 - 85% 127 2.3 
69% 67° 2.92 3.01 1.80 1.80 7034- 46% 65 2.7 
94 1.05 2.06 1.88 .90 1.00 63'2- 30% 53 19 





1__Quarterly ended June 30. 
24 weeks ended June 14. 
3_—_Quarter ended July 31. 

4 Plus stock. 








Great Northern Paper: Recovery will be slow from major decline since 
1956. Profits this year should exceed $1.50 per share, but this figure 
would be below normal. 2 

Hammermill Paper: Broadened product lines and better business picture 
point to good earnings recovery this year. 

International Paper: Overcapacity still a problem, but earnings should 
recover smartly to around $6.25 for 1959. Al 

Kimberly-Clark: Makes Kleenex and othe consumer items. Tarnings may 
climb to record level in current fiscal yeor. Al 


Lily-Tulip: Higher sales and last year’s absorption of new plant expenses 
should bring 1959 profits up to around $2.10. BI 


Improved earnings trend. 
Sustained earnings trend. 


1 
3 
2—Lower earnings trend. 














capacity in the industry, which is still exercising a 
: squeeze on profit margins. In fairness, however, it 
should be pointed out that paper companies have 
made a better adjustment to overcapacity than have 
most industrial groups. 

The long period of expansion resulted in wide- 

spread modernization which has helped the industry 

immeasurably in holding costs down. Rising wage, 
material and transportation costs, however, have 
been greater than these savings, while prices have 
been held down in the face of the tremendous pro- 
ductive capacity built by the industry. The net re- 
I sult has been a stand-off at best, and for many com- 
panies profit margins have been forced to give 
ground. 
For the future, the overcapacity picture is con- 

siderably brighter. Some expansion is still in the 
offing for the next few years, but by far the largest 
portion has already been completed. Thus, unless the 
economy tumbles into a real recession, the normal 
increase in paper product demand could cause pro- 
duction to rise from an estimated 87% of capacity 
this year to almost full capacity by 1961-62. 
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New Products Lead The Way 


Lest this statement appear overoptimistic, it 
should be recalled that just a few years ago, before 
the wonder stocks stole the spotlight, paper com- 
panies were high on the list of growth stocks. In 
the past year or two they have taken a back seat, 
but some of the latent growth factors that made 
them desirable purchases a few years ago still exist. 
Moreover, by its stable performance last year the 
industry has proven that many formerly optimistic 
forecasts were accurate. 



























New Product Expansion 


New product development has been the stepping 
stone for sales growth in the paper industry, and 
new product development should continue to play 
a leading role in the industry’s future. In effect, the 
expansion of the last few years resulted from the 
huge flow of new products developed within the in- 
dustry in the immediate post-war years. They seem 
like a prosaic list of products today because they 
caught on so fast and became familiar items over- 
night, but the list of new postwar products is an eye- 
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opener. It includes multi-wall bags that literally 
revolutionized the packaging and shipment of bulk 
items such as feed, cement, flour, etc.; a host of 
sanitary paper products ranging from hand towels 
to table napkins; paper crating for the shipment of 
fresh fruits and vegetables; cartons for a host of 
consumer items; and paper insulating building ma- 
terials. 

It should be pointed out that all of these products 
displaced a host of formerly popular products such 
as table linens, textile bags, corrugated boxes and 
the like. 

New developments have slowed down in the last 
two or three years while the industry concentrated 
its efforts on plant expansion, and as a result re- 
search outlays fell far below the norm of approxi- 
mately 5% of sales in other growth industries such 
as drugs and chemicals. But that process is about to 
reverse. 

Already the industry has produced a paper “can” 
that may effectively compete with metals for non- 
refrigerated products such as motor oil and many 
non-perishable foods. Perhaps even more important 
are the vistas opened up by Clu-Pak stretchable pa- 
pers now in the process of development by Cluett 
Peabody and West Virginia Pulp & Paper. 

There is still much development work to be done, 
but the advent of stretchable paper may open up an 
entire new era in packaging and shipping; and 
casual wearing apparel may well be revolutionized. 
Just visualize disposable paper swim-suits, tennis 
shirts, cleaning smocks, hospital clothing, etc. The 
potential market is immeasurable but obviously enor- 
mous. 

Competition From New Products 


On the other side of the ledger, however, are the 
inroads competing materials are making in some of 
paper’s traditional preserves. Plastics are the prin- 
cipal worry here since even its most bitter enemies 
are willing to concede that the surface has not yet 
been scratched in investigating the possible uses of 
synthetic materials. 

So far the largest impact from plastics has been 
felt in the packaging field, where metal foils are also 
making inroads. But the success of metal foil build- 
ing materials, especially for insulation indicates 
that this area too is not the special province of the 
paper industry. 

On balance, however, it appears that more uses 
are being developed for paper than are being re- 
placed, and with research programs again on the up- 
swing the gap should widen in the next few years. 


Boom in Consumer Products 


Within the industry, company performance will 
continue to vary depending on product mix, the ex- 
tent to which existing capacity can be utilized and 
the profit-margin potential of their major products. 
On all these counts the companies closest to the con- 
sumer such as Scott Paper stand out. 

Scott is the world’s largest manufacturer of toilet 
tissues, paper towels and other paper household 
products such as wax papers and table napkins. To 
appreciate the extraordinary growth of these prod- 
ucts in the last decade, it is only necessary to com- 
pare Scott’s 1951 sales of $149 million with this 
years estimated $300 to $310 million. The company 
also turns out some industrial products and wood 
pulp, but sanitary products account for by far the 
largest percentage of sales. 
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Also indicative of the favored position of the 
“close to the consumer” companies is the fact that 
Seott is one of the few paper companies that will 
probably exceed previous earnings records this year. 
Even in last year’s recession Scott came close, earn- 
ing $2.75 per share compared with a record $2.78 
in 1956. This year, however, the $1.48 per share 
earned in the first six months indicates potential 
profits of about $3.25. 

Scott’s excellent record speaks for itself, but at 
more than 25 times present earnings the stock is 
not cheap by any stretch of the imagination. More- 
over, some confusion may develop for investors in 
the next year or two from the company’s decision 
to set up a non-consolidated Panamanian Corpora- 
tion to obtain tax advantages from overseas opera- 
tions. The results will be smaller taxes for Scott, but 
since sales and earnings will also be understated, the 
showing will not be exciting. 


Variations Among Broad-Based Companies 


Scott’s performance is dependent in large meas- 
ure on superior merchandising techniques aimed di- 
rectly at the consumer. The broader-based compan- 
ies, however, serve many markets and are more sub- 
ject to changes in general economic conditions. 
International Paper, the largest producer of paper 
products in the world, therefore, reacted more sharp- 
ly to the recession last year than did some of the 
more specialized paper companies. Earnings reached 
a record $6.98 per share in 1955 and then set into 
a gradual downtrend which culminated in a drop to 
$5.46 per share in 1958 from $6.17 the year before. 

Excess capacity was largely responsible. In fact, 
after a five year expansion program that absorbed 
almost $340 million, the company’s capacity rose to 
5.3 million tons in 1958. Actual production, on the 
other hand was a full million tons below capacity. 

The result of this sharp disparity between capac- 
ity and production showed up in much higher unit 
costs as the company was still forced to absorb over- 
head and start-up expenses for the new facilities. 
At the same time, similar capacity increases 
throughout the industry placed an effective lid on 
prices which might have offset some of the over- 
capacity difficulties. 

This year, however, with business again on the 
upgrade, International is beginning to reap some of 
the efficiency benefits from its modern facilities. As 
a result, six months earnings rose handsomely to 
$3.05 per share from $2.34 a year earlier, and full 
year results could reach the $6.25 to $6.40 per share 
range. These profits will still be well below the record 
high, but of perhaps equal importance is the fact 
that earnings will have turned upward again for the 
first time since 1955. 

For the immediate future, International will be 
held back by the need to absorb its tremendous capa- 
city. Consequently, the stock at 17 times earnings is 
relatively unattractive. Over the long pull, however, 
its prime place in the industry should lead to better 
than, normal growth. 

Crown Zellerbach, which concentrates its opera- 
tions on the west coast suffered a similar setback 
last year despite the fact it usually enjoys a large 
shipping cost advantage over other paper producers 
seeking to merchandise their products on the west 
coast. Peak earnings were reached in 1956 when the 
company earned $3.53 per share. After that, how- 
ever, earnings slid steadily to a low of $2.32 per 
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Statistical Data on Leading Paper Companies —(Continued) 





Ist 6 Month 








——Full Year—_—_ 






























































Rayonier: Better textile market and improvement in cellophane position 
expected to bring sharp recovery this year. C1 

St. Regis Paper: One of the largest producers. May show earnings of 
oround $3.25 this year. BI 





RATINGS: A—Best grade. 
B—Good grade. 





C—Speculative. 
D—Unattractive. 


share in 1958. Again, huge capital outlays played a 
large role in the decline, but Crown’s situation was 
further complicated by the inroads other companies 
made in its west coast territory. 

Nevertheless, the company’s broad paper lines, 
ranging from newsprint to toilet tissues, assure a 
good recovery in 1959. 

Sales have scored a brisk recovery from last year’s 
downturn and per share earnings have spurted to 
$1.35 for the first half of the year compared with 
only 98¢ a year ago. Full year results will fall far 
short of the 1956 record, but earnings of at least 
$3.00 per share seem likely. 

In view of the inroads of other companies, and 
the suit the government has instituted to prevent 
the company from acquiring St. Helen’s Paper Com- 
pany, there are some uncertainties in the com- 
pany’s future at the moment. 


Current Ratings Discounted 


_ With very few exceptions, the bull market in the 
irst half of 1959 effectively discounted the earnings 
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Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range Recent Yield 
1958 1959 1958 1959 1958 1959 1957 1958 1958 1959* 1958-59 Price % 
; -(Millions}— % % 
{ a = a 
«| MEAD CORP. $112.71 $144.41 4.1 4.3 $1.031 $1.24. $2.85 $2.23 $1.62 $1.70 51 - 33% 46 3.6% 
{ W.C. (mil.) ‘57—$38.1; ‘58—$45.9 
1 MINN. & ONT. PAPER .................... 37.8 43.6 59 66 88 1.13 2.37 1.95 1.60 160 38 - 21'2 33 48 
‘| W.C. (mil.) ‘57—$23.5; ‘58-$23.3 
eae 29.5 36.5 4.2 3.7 1.00 1.10 3.05 2.13 1.754 1.00 3834- 2512 34 «(2.9 
W.C. (mil.) ‘57—$16.0; ‘58—$15.7 
II sii shiincanidsininatansinnseneinnisnstbileses 52.0 65.7 2.2 10.0 21 1.20 1.13 65 .50 80 30%%- 141% 24 3.3 
W.C, mil.) ‘57—$30.7; ‘58—$38.6 
i I: WEEE TIED, cisicnsesssscerssssenccassoses 178.8 211.1 4.5 6.3 .93 1.56 2.52 2.42 1.40 1.40! 5434- 26% 48 2.8 
i W.C. mil.) ‘57—$78.1; ‘58-$98.1 
}] SCOTT PAPER ......cccccccccsscssssecsessssenee 114.5 119.2 94 99 1.35 1.48 2.68 2.75 2.00 2.00 87%- 5554 83 2.4 
W.C. (mil.) ‘57—$49.3; ‘58-$55.8 
‘| STANDARD PACKAGING CORP. .... 28.6- 42.02 4.52 5.6 512 88° 1.31 75 —_— —  395- 102 35 — 
‘| W.C. (mil.) ‘57—-$15.5; ‘58-$19.2 
SUTHERLAND PAPER ................00000 30.2 N.A. 3.8 N.A. 1.08 1.13 2.93 1.97 2.00 2.00 47 ~- 31% 38 52 
W.C. (mil.) ‘57—$16.4; ‘58—$15.5 
} UNION BAG-CAMP. PAPER .......... 73.7 88.3 9.1 10.8 .93 1.30 2.49 2.13 1.50 1.50 51 - 30% 42 3.5 
W.C. (mil.) ‘57—$24.9; ‘58—$27.3 
WEST VA. PULP & PAPER .............. 150.2% 171.6% 4.5% 5.0% 1.263 1.632 2.38 1.78 1.50 1.20 51 - 31% 49 2.4 
W.C. (mil.) ‘57—$43.8; ‘58-$65.6 
W.C.—Working capital. 1—24 weeks ended June 14. 
*—Based on latest dividend rate. 224 weeks ended June 21. 
N.A.—Not available. 3__9 months ended July 31. 
4_Plus stock. 
Mead Corp.: Higher sales loom for the year, but heavy expenses may Scott Paper: Leading producer of home paper products. Should score re- 
keep earnings below the $3.00 level. B1 cord profits in 1959. Al 
Minnesota & Ontario Paper: Despite lower first quarter, good gain in Standard Packaging: Through acquisitions and aggressive management, 
June period, points to improvement for fuli year. Bl company has grown rapidly. Sharp improvement likely this year. C1 
Oxford Paper: This producer of fine papers scored moderate gain in first Sutherland Paper: Will improve along with rest of paperboard industry, 
half. Full year results should also be up. but progress will probably be moderate this year. 


Union Bag-Camp Paper: New product lines should lead to higher profit 
margins and better earnings in 1959. B1 


West Virginia Pulp & Paper: Recent recovery indicates 1959 fiscal year 
earnings of around $2.25 per share or possibly better. BI 


1_{mproved earnings trend. 
2__Sustained earnings trend. 
3__Lower earnings trend. 


performance of most of the paper companies. St. Regis 
Paper, for example, will probably earn $3.00 per 
share this year compared with only $2.42 in 1958, 
but the stock has already climbed from near $30 per 
share in 1957 to a recent high of $54. At its most 
recent price of approximately $48 the price is a bit 
more reasonable, but 16 times earnings still appears 
out of line for a company that has made absolutely 
no real earnings progress since 1951 when per share 
figures equalled $3.05. 

Mead Corporation has a better record of earnings 
progress, having demonstrated excellent growth be- 
tween 1953 and 1956 when earnings rose steadily 
from $2.00 per share to $3.65. Since 1956, however, 
the company has shown the same pattern as Inter- 
national Paper and Crown Zellerbach, indicating that 
earnings progress must continue for longer than 
just this year to justify current prices. 

Prospects for sales growth are good, but Mead 
still has a great deal of expansion ahead of it before 
sales and earnings can be expected to bound sharp- 
ly upward. Consequently, (Please turn to page 45) 
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BETIER SALES VOLUME 
BUT SLOWER PROFIT RECOVERY FOR 


OIL EQUIPMENTS 


By Charles W. Haynie 


® How control of production and import restrictions can benefit 
® Where companies depending on oil prosperity seek new diversification 
> Mid-Year reappraisals of varying earnings-dividend outlook for the in- 


dividual companies into 1960 


OMPANIES engaged in the business of selling 
materials, equipment and services associated 
with the drilling, completion and testing of oil and 
gas wells may look forward to better business in 
1959 as completions continue to exceed those of 1958. 
Profits, however, are unlikely to be much higher be- 
cause of last year’s decline in prices and the lower 
margin of profits. 
Lower Prices Reduce Profit Margins 
In 1958, when drilling activity in the United States 
declined 9% after a 7% drop in 1957, the competition 
for well service jobs and equipment became very 
severe and caused price reductions throughout the 
industry. As a result of the lower volume of sales 
and prices, suppliers’ profit margins were down sub- 
stantially. While the current recovery in drilling ac- 
tivity will no doubt improve the number of service 
jobs, it will take a sustained improvement in sales 
before prices can be raised and profit margins of 1956 
restored. 
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Excess Capacity Slows Down Drilling 


The decline in domestic drilling may be attributed 
to several factors the most important being; the pre- 
vious build-up of a substantial excess capacity to pro- 
duce, the lower rate of production, and the reduction 
in cash flow from refining and marketing as well as 
from production. A slight decline in the price of do- 
mestic crude oil also contributed to the lower level 
of well completions. The overcapacity to produce and 
the relatively low allowable production, is likely to 
be a problem in the industry for several years. The 
effect will be to prevent any marked increase in prof- 
its from the production segment of the oil business 
except for companies which experience exceptional 
success in exploration 


Import Restrictions And Control Of Output 
Benefit Production And Profits 


The control of crude oil production by the several 
states along with restrictions on imports of low cost 
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Statistical Data on Leading Oil Field Equipment Companies 






































Ist 6 Months Full Year 
Net Profit Net Per Earned Per Dividend Per Price Div. 
Net Sales Margin Share Share Share Indic. Range Recent Yield 
1958 1959 1958 1959 1958 1959 1957 1958 1958 1959* 1958-59 Price % 
——(Millions)—-__ % % 
BLACK, SIVALLS & BRYSON .......... $16.4 $21.5 Fe 2.3 49$.19 $ 78 $3.16 $1.37 $1.40 $1.40 25%4- 17% 24 5.9% 
W.C. (mil.) ‘57—$17.3; ‘58—$20.3 
DOVER CORP. 11.7 17.6 6.2 7.2 77 1.35 1.93 2.01 1.00 1.20 27%- 2 24 5.0 
W.C. (mil.) ‘57—$8.7; ‘58—$11.7 
DRESSER INDUSTRIES .................00000 64.21 59.91 2.81 491 Ail 631 4.602 2.142 2.00 1.60  465- 31¥2 32 5.0 
W.C, (mil.) ‘57—$92.5; ‘58—$91.5 
HALLIBURTON OIL WELL CEMENT. 80.7 88.3 77 8.1 1.58 1.80 4.80 3.38 2.40 2.40 71%2- 49% 52 46 
W.C. (mil.) ‘57—$55.6; ‘58—$60.5 
PARKERBURG-AETNA CORP. .......... 10.6 1.1 1.4 1.4 19 -20 88 41 5 14Y%- 5'2 10 
W.C. (mil.) ‘S7—$9.2; ‘58—$8.7 
REED-ROLLER BIT CO. ...........ec0000 7.53 7.28 23 1.13 8 §=.033) = 6123 2.76 d 43 65 27%- 17% 22 


W.C, (mil.) -57—$14.4; ‘58—-$13.2 


W.C.—Working capital. 
* Based on latest dividend rate. 
d—Defiit. 


2 
3. 


1_6 months ended April 30. 


-Year ended Oct. 31. 


—First quarter. 








oreign oil should permit a correction in the current 
yversupply of finished products and consequently 
improvement in cash flow of the oil companies 
within a reasonable time. 


Scarcity Of New Areas To Explore 
Limits Growth Of Domestic Drilling 
While the activity in domestic drilling will prob- 
ably continue to recover, the longer term trend will 
be somewhat limited by the scarcity of new areas 
to explore in the United States. The emphasis will 
also be on development of formerly discovered fields 
in such areas as Offshore Louisiana and Four Corn- 
ers, which has been delayed because of the rather 
prolonged period of oversupply. 


Foreign Drilling Likely To Continue— 
But In Different Areas 


The exploration and drilling in foreign areas ex- 
panded rapidly after the Suez Canal was closed in 
1956 when efforts were made to establish alternate 
sources of crude oil supplies ‘West of Suez’. In 1957 
and 1958 Venezuela accounted for a large share ot 
this expansion as the new concessions granted in 
1956 and 1957 were being tested. While development 
work in Venezuela will probably continue, explora- 
tion efforts in new areas will likely be reduced ma- 
terially because of the oversupply of oil and the 
higher tax rates. The emphasis in foreign drilling is 
more likely to shift to the eastward as French Sahara 
and Lybia show signs of becoming increasingly im- 
portant after the recent discoveries of oil there. 


Deeper Drilling And Offshore Exploration 
Will Benefit Service Companies 

Although the overall drilling activity is not ex- 
pected to resume its postwar growth trend, deeper 
drilling and the more expensive offshore well com- 
pletions may provide the service companies with 
higher unit sales and better profit margins when the 
oil industry’s profit outlook recovers sufficiently. 


Diversification Can Benefit Growth Trends 
Many of the service and equipment companies 
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which were formerly engaged strictly in serving the 
oil and gas industry have been acquiring companies 
with markets in other industries in an effort to offset 
the slower rate of growth in drilling. It is therefore 
quite possible that the technical know how and ug- 
gressive managements of some of the service and 
equipment companies may be applied successfully to 
broader fields of operations and thereby provide them 
with a much improved growth potential. 

The Setup in the Oil Well Service and Equipment Industry 

The industry, composed of companies selling ma- 
terials, equipment, and services associated with the 
drilling, completion, and testing of oil and gas wells 
is made up of a number of large and small companies. 
Many of them are divisions of larger companies with 
other interest such as the Oil Well Supply Company, 
a subsidiary of U. S. Steel and Republic Supply 
Company, a subsidiary of Republic Steel Company. 

Those companies which derive most of their rev- 
enues from servicing and equipping oil and gas wells 
and have stock outstanding available for investment 
include Black, Sivalls and Bryson, Inc., Dover, Dres- 
ser, Halliburton, Parkersburg-Aetna, and Reed 
Roller Bit. 

Companies still operating in this field but not 
controlled by other interests include such important 
names as National Supply, Lane-Wells, and Welex 
Jet Services. National Supply, a manufacturer of drill 
pipe and drilling rigs, was acquired by Armco Steel 
in 1958. Lane-Wells specializing in gun perforation 
service was merged into Dresser Industries in 1956. 
Welex Jet Services, one of the first companies to sell 
jet perforation services became a division of Halli- 
burton in 1957. 

Dresser Industries Inc. 


The largest and most diversified of the companies 
engaged in supplying the oil and gas industry with 
field equipment and services is Dresser Industries. 
This company has annual revenues of around $240 
million and a capitalization consisting of $51 million 
debt and 4,612,300 shares of 50 cent par value com- 
mon stock. Dresser is best known for its Magnet Cove 
Barium drilling mud, Ideco (Please turn to page 54) 
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Different 


The market retreat from the 
summer highs is not just another 
dip. It rates at least as an inter- 
mediate adjustment. For the first 
time since the start of the major 
advance from the October, 1957, 
low, support levels of some signifi- 
cance were broken. It is unclear 
where and when a solid base will 
be formed. The fundamentals ar- 
gue for sitting tight on long-term 
investment holdings of good 
stocks. On the other hand, overly 
speculative positions should be 
pared on rallies; and need for 
hurry in new buying is not ap- 
parent. This viewpoint will govern 
recommendations made in these 
pages until a more inviting mar- 
ket situation develops. The indus- 
trial average should remain above 
the June low around 617. A recov- 
ery above the August 31 minor- 
rally top of 664.41 would be en- 
couraging. 


Defensive Stocks? 
There is not a good case for 


shifting into so-called defensive 
income stocks. In the first place, 


3s 





-FOR PROFIT ann INCOME 


they can recede appreciably, even 
though vulnerability is well below 
average in most cases. In the sec- 
ond place, current yields are most- 
ly below those of risk-free short- 
term Treasury obligations, and 
not much different from return on 
bank savings deposits. To illus- 
trate, various short-term Govern- 
ment securities now offer yields in 
the range of roughly 414 to 5.0% 
or a little more; and even higher 
yields may well develop. Average 
yield of about 3.9% on electric 
utility stocks is fairly representa- 
tive of current return on income 
equities generally. Contrasting 
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INCREASES SHOWN IN RECENT EARNINGS REPORTS 











with this, average yield on utility 
shares in mid-1958, shortly before 
the start of the 101-point fall in 
the Dow industrial average, was 
about 5%, against an average of 
3.7% for short-term Treasury ob- 
ligations. For temporary place- 
ment of new money, or proceeds 
of profit-taking sales, income 
stocks are not the answer. A more 
inviting one is offered by short- 
term Treasury obligations or a 
savings deposit. Funds so placed 
have maximum safety, earn a de- 
cent return and can be shifted 
back into stocks when and as se- 
lective opportunities develop. 


1959 1958 
Mi COLLATE LETTE Quar. July 31 $1.27 $ .54 
he es NMI URI ncn ccsscncsscssicesasassecosociardsiecs Quar, July 31 1.60 81 
RINE MUUUNNNNND MONOID E: iscseccascisnosdddsnsssscicaisosevase 9 mos. June 30 3.48 2.65 
RNIN ING sc scatcsssccaabessasesce thastackadecboesbebsesse Quar. June 30 34 AW 
General Precision Equipment ...................000... 6 mos. June 30 1.34 16 
Absmabiaieoms, UO. ..ccccccsrcccesscecscccsces ~Ialeg Quar. June 30 ” 27 17 
NID NIU oi 5cncksaticasiicheninscosienisbacisccoorss 6 mos. June 30 .84 47 
Goodyear Tire & Rubber .o..0.0......cccccccccccceeseeeeee 6 mos. June 30 3.75 2.52 
Pittsburgh Coke & Chemical .00..00000.000000000000.. Quar. June 30 82 WW 
Sn RIED «2. <2 suacivedion siibeens ins eavbadstccasoviny Year May 31 2.39 1.78 
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Cross-Currents 


Stock groups performing better 
than the market at this writing 
include aircraft, coal, electric util- 
ties, department stores, baking, 
dairy products, food brands, oils, 
aper, steel and tobaccos. Groups 
ecently under more than average 
ressure include air lines, alumin- 
im, chemicals, drugs, electrical 
quipment, meat packing, ma- 
hinery, motion pictures and tele- 
‘ision-electronics. 


old Out? 


Oils and aircrafts have been out 
f favor for a long time and are 
ar under earlier highs. While 
ome issues, mostly secondary, 
ave continued to sag to new lows, 
t might be that these groups as 

whole have been largely sold out 
ind are in process of forming a 
‘upport base. However, basis for 
nore than limited rallies any time 
soon cannot be cited. All indica- 
tions are that the oil industry will 
lave a basic over-supply problem 
for an extended time to come. The 
continuing primary trouble in the 
aircraft field is uncertainty about 
Government orders, contract can- 
cellations, ultimate profitability of 
missile work, ete. 


Tax Selling 


Because of the strong and fair- 
ly general rise in stock prices last 
year, there was relatively little 
tax selling in the late weeks of 
1958. There could be more this 
year, especially if the major up- 
ward trend is not renewed during 
the autumn period. At present, a 
good many stocks are down sharp- 
ly from 1959 or earlier highs. 
Among others, in addition to air- 
crafts and oils, that is true of 
rails, many building materials 
stocks, coppers, most office equip- 
ments, some drugs, and the TV- 
Electronic group. 





Strong Stocks 


Stocks which have performed 
well through the August-Septem- 
ber market adjustment to date in- 
clude American Motors, Associ- 
ated Dry Goods, Armstrong Cork, 
Allis-Chalmers, American Baker- 
ies, American Tobacco, Brown 
Shoe, Gillette, Gimbel Bros., Jones 
& Laughlin Steel, Bethlehem 
Steel, Kelsey - Hayes, Hilton 
Hotels, Grant, Kresge, Pittsburgh 
Plate Glass, Pullman, Reynolds 
Tobacco and U.S. Steel. 


Confirmation 


We have recommended selected 
department store stocks here be- 
cause of rising earnings and mod- 
erate price-earnings ratios. Con- 
firming this favorable opinion, the 
stocks have dipped little from 
their best summer levels. The 
near-term risk now appears small, 
the potentials for further rise 
ahead better than average. 
Among others, we still like Asso- 
ciated Dry Goods, Gimbel, Klein, 
and Mercantile Stores. 

Poor Performers 

Stocks performing relatively 
poorly at this time include Ad- 
miral Corp., Alco Products. Am- 
erada, American Metal Climax, 
American Smelting, American 
Stores, Bell & Howell, Bendix Avi- 
ation, Carrier Corp., Congoleum, 
Flintkote, Glidden, Great A. & P., 
Burroughs Corp., Firestone Tire, 
Monterey Oil, National Acme, 
National Cash Register, National 
Gypsum, Northrop Aircraft, Pfi- 
zer, Pure Oil, U. S. Industries and 
Vanadium Corp. 


Carter Products 


In the drug group and listed on 
the New York Stock Exchange 
only since 1957, Carter Products 
has a dynamic profit trend; and 
appears to be a better-than-aver- 
age buy, whether or not it dips 
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Capital Airlines, Inc, .... 
Chicago Yellow-Cab ........... 
Cincinnati Gas & Electric 
First National Stores 













Brown & Bigelow 





eRe om 


Comedian Pacific Ruy. .....0isccccsssscecccsscsccssescoses 
RI NI I ois cscensoesicnsacssasshcnnsacosninbine 


| BE PIRI GRO icici cesessisescessccincceosciscssseses 
r 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 











1959 1958 
Quar. Aug. 2 $ .80 $1.14 
Quar. June 30 1.04 1.12 
Quar. June 30 .34 81 
Quar. June 30 .03 .09 
12 mos. June 30 1.79 2.01 
Quar. June 27 1.24 1.30 
6 mos. July 31 42 61 
6 mos. June 30 -80 91 
6 mos. June 30 45 65 | 
Quar, June 30 1.18 1.65 
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further. It is around 73 at this 
writing, off from recent high of 
83. Net income has more than 
tripled over the last three years, 
reaching $2.72 a share in the fis- 
cal year ended last March 31. Re- 
cent interim results suggest a 
further jump to the vicinity of 
$4.00 a share in the current year. 
Thus, the recently raised $1.00 
dividend rate is overly conserva- 
tive. This was originally a “pat- 
ent-medicine” business — ‘“Car- 
ter’s Little Liver Pills.”” Entering 
ethical drugs, Carter hit a jack- 
pot with successful development 
of the Miltown tranquilizer drug. 
This, as well as related drugs and 
newer lines are going well. Vari- 
ous proprietaries include Arrid de- 
odorant and Rise shaving cream. 
The stock is selling around 18 
times earnings. 


Too High? 


Kaiser Aluminum is now around 
56, off from 1959 high of 65. Peak 
earnings were $2.87 a share as far 
back as 1955, falling in each sub- 
sequent vear to $1.43 in 1958. 
Thev might reach the vicinitv of 
$1.70 this vear. On a 90-cent divi- 
dend, vielding less than 1.7. the 
stock is priced at over 30 times 
earnings. There is good growth 
ahead in usage of aluminum—but 
there is growth also in U.S. and 
world producing capacity. Maybe 
earnings will get back to the best 
past level, maybe not. If they do, 
it probably will take at least sev- 
eral years. Aluminum stocks look 
over-valued in relation to steels; 
but are popular and can rally. We 
cannot enthuse over Kaiser and 
would take profits on rallies. 


Earmark 


Some not too extremely priced 
growth stocks to earmark for buy- 
ing on dips include Air Reduction, 
American Machine & Metals, Bris- 
tol-Myers, Diamond Alkali, Mon- 
santo Chemical, Texas Utilities. 
Steel Stocks 

telative strength of steel 
stocks in the face of the long 
strike has surprised some people, 
but the reason for the firmness is 
not hard to find. Steel inventories 
are really taking a beating and it 
will take months of high-level out- 
put to restore them to normal. 
This means that the steels can 
look forward to a strong earnings 
recovery after the poor third 
quarter, a prospect that appeals 
to a good many investors. END 
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149 y 3. 95t ; me » wy eS +1957 2 19589 ~«1989 ‘he 
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I WwW ith the many revolutionary changes in our economy, This we have done in our Trend Forecaster (developed 
| y Y 8 : : a 
yf it was evident that various indicators previously used should over a period of several years), which employs those indicators col 
be dropped and new ones substituted, in order to more accu- (see Components of Trend Forecaster) that we have found to ~ 
rately forecast developing business trends. most accurately project the business outlook. per 
As can be seen from the chart, industrial activity in itself stre 
t is not a true gauge of the business outlook — the right answer cele 
| COMPONENTS OF TREND FORECASTER can only be found when balanced against the state of our 
= T ” economy. The Trend Forecaster line does just that. When it 
changes direction up or down a corresponding change in our 
economy may be expected several months later. 
The depth or height of the developing trend is clearly pre- = 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. When 
: particularly favorable indications cause a rise that exceeds | | 
124 New Incorporations (+) plus 3 for a period of time, a strong advance in general busi- } 
I (Hundreds, ness is to be expected. On the other hand, penetration of 
; minus 3 on the down side usually precedes an important con- | DOL 
Seah Prlece traction in our economy. 19 
(MWS Index) , We believe that subscribers will find our Business Trend 
312 by :1925 Close-100) o71 Forecaster of increasing usefulness both from the investment 
.. ¥ waa * and business standpoints. 18 
~Jo* Durable Goods Sa Seas 
12.5 —New Orders ——n/ Current Indications of the Forecaster 
| Billions of dollars) 
89.5) 92.6 Current figures for the component series of the | 7 
“Raw Industrial Commodity Prices Forecaster clearly point out the impact of the steel 
| 99.840" (1947-'49-100)" ene strike, and suggest that its influence may be relative- | 
| | ly broad—broader than is usually realized. 16 
| | Stock prices weakened notably in August, and have 
Average Hours Worked continued to decline thus far in September. Average | 
oT ead hy os . | pat hours worked have also slipped; durable goods orders / 
oorns af sf $52.7 fell in July, and probably again in August. Housing | 
RY BE ene ye starts and nonresidential construction have drifted 
Business Failures‘ —Liabilities(by oo je, ott Oeergssetlernnnny oute & d 8 fail d a | 1 
Millions of Dolor) | gee ey oe slowly downward. Business failures and new incor- 
ws ol Housing Starts : porations have behaved erratically; industrial com- | 
1.01 presnn,, o (Number- Millions) modity prices have strengthened slightly. i 
way The Relative Strength Measurement declined to i] 
| Nonresidential Construction Contracts ( i i 
ee ae ontracts (a) about +3 in June, from +3.4 in May, and then fell | 
| 1.39 a Pe to about +2 in July. A further decline seems indi- | 
H | Serre cated for August. A resumption in steel production | 
. ie pitipiiit . tt would doubtless precipitate an uptrend in durables 
1958 1959 orders, and also in hours worked; some recovery in 
the measurement should thus be anticipated after the 
(t)—Seasonally adjusted except stock and commodity prices strike is settled. Such a trend would be forecasting 
eh teees fen Gan kb Ee ee. the widely expected post-strike boomlet. = 
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CONCLUSIONS IN BRIEF 


PRODUCTION—steel strike now cutting more sharply 
nto output in hard-good lines. Industrial production in- 
lex, (1947-1949—100), fell from 155 in June to 153 in 
uly, and to about 150 in August. Soft goods output 
irm to rising, but approaching peak. 


fRADE—volume of sales still clinging in $18.0-18.5 bil- 
ion range, as indicated here for fall season. It may be 
n upper end of this range late in the year, when new 
automobile models appear. 


WONEY AND CREDIT—the “new round of tightening” 
suggested in the last issue has arrived with a vengeance. 
‘he whole rate structure has climbed another 2%, and 
1 further rise is in prospect before end of the year. 


COMMODITIES—still adrift without a trend—rise in cop- 
per reflects strike, and farm commodities show no 
strength. Outlook: very mild upward drift, perhaps ac- 








celerating slightly late in the year. 
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S of the last half of September, the duration of 
the steel strike has already been great enough to 
pose a number of clear-cut issues for the rest of the 
year. A rapid resurgence of steel production is now 
in the cards once the strike is over; this is true even 
though actual production in steel-consuming indus- 
tries has not yet been seriously affected. Inventories 
of steel have now been very substantially depleted, 
while demand for steel products has clearly strength- 
ened further. 

The latest report by the Department of Commerce 
on plant and equipment spending makes the case 
plainly enough that orders for machinery and re- 
lated equipment will be in an uptrend throughout the 
remainder of this year. Freight-car builders and ma- 
chinery makers can hardly have a very important 
cache of steel left—they did not, in fact, have a 
great deal when the steel strike started. And auto- 
mobile production schedules for the fourth quarter— 
now set at close to 2 million, including the so-called 
“compact cars’—imply a rapid advance in the rate 
of steel consumption in October. In addition, appli- 
ance makers are looking forward to important gains 
in output reflecting the higher levels of personal in- 
come that will prevail after the strike is finally set- 
tled. 


Rebuilding depleted inventories at a time of rising 
production of hard goods will not be easy. It means 
that the steel industry will be working under forced 
draft for at least six months after the strike is set- 
tled, and perhaps almost a year. In 1960, the total 
ingot tonnage of steel production is now certain to 


(Please turn to the following page) 
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Latest Previous Year 

THE MONTHLY TREND |_,,,, | — Le a he 

INDUSTRIAL PRODUCTION® (FRB) ........ 1947-'9-100.| July 153 155 134 

Durable Goods Mfr, .......sscssesseeseeeeee 1947-"9-TOO| Suly 169 172 141 

Nondurable Goods Mfr. ........s::sssseeeee 1947-’9-100 | July 146 145 132 

Mining 1947-'$-100 | July 119 125 116 

RETAIL SALES* $ Billions Aug. 18.1 18.3 16.7 

Durable Goods $ Billions Aug. 6.1 6.2 5.2 

Nondurable Goods ..............:ceeeseeeeeeees $ Billions Aug. 12.0 12.2 11.5 

Dep't Store Sales 1947-’9-100 | Aug. 150 149 147 

MANUFACTURERS’ 

New Orders—Total® ...........scsseesceseeees $ Billions July 30.9 31.4 26.5 
ND IID ssscassissiascnnsissisiccineie $ Billions July 15.6 16.1 12.5 
Nondurable Goods ...........sscssssseesees $ Billions July 15.3 15.3 13.9 

NINN scrcx cantachessastisiasszsosectncateousats $ Billions | July 30.8 31.2 26.3 
BONN Gs asiccsessctsssssnssicoccsssess $ Billions | July 15.4 15.8 12.3 
Nondurable Goods ..............sseeeeeeee: $ Billions July 15.4 13.5 14.0 

BUSINESS INVENTORIES, END MO.¥* ... | $ Billions July 89.8 89.3 85.4 

III a cscvscceschscbaensaesaiartmnseres $ Billions July 52.2 52.1 49.4 

INE sassisiihsnssanndncesedarinnnanssucbace $ Billions | July 12.5 12.4 12.1 

PN cas ccadansiincssccsdcdcedessacccdouncaieuetie $ Billions | July 25.0 24.8 23.9 

DRE, BISCO BIOENG ie csescsinrssesciscsorcessees 1947-'9-100 | July 158 156 148 

CONSTRUCTION TOTAL .............c0ceseeeeees $ Billions Aug. 5.3 §.2 47 

ONO 2s ioceasecbeascctsaosesictnalstsnscosrponva «+ | $ Billions Aug. 3.6 3.6 3.1 
RIINIIIN scasenddpsstoinsesvstvmsennccacetseens $ Billions Aug. 2.0 2.1 17 
NOE fists rebincssisststeccessascabian ausnee $ Billions Aug. 1.6 1.5 1.4 

Housing Starts*—a Th July 1350 1370 1174 

Contract Awards, Residential— ....... $ Millions July 1690 1761 1557 
a sacnscentiancncshecsesenasseasens $ Millions July 1967 1897 2050 

EMPLOYMENT 

ERIN cschesnotiersststinarniaareonnintens Millions Aug. 67.2 67.6 65.4 

ON scxsdidnincccnseneternericbacieniaearene Millions Aug. 52.1 52.4 50.6 
TIRE ssscssccveitasecscsiccscontins Millions Aug. 7.8 72 77 
WO siictcerneuseingiactercauiacictonnncs Millions | Aug. 11.3 11.3 11.0 
Factory * ... | Millions Aug. 12.2 12.4 11.6 

NI III Sipeiascaccnsicaconsseence Hours Aug. 40.5 40.3 39.6 

Hourly Earnings Dollars Aug. 2.19 2.23 2.13 

Weekly Earnings Dollars Aug. 88.70 89.87 84.35 
PERSONAL INCOME? .........cccccccscssssssoseses | $ Billions July 384 384 364 

RI IID i cep sanacsincnccssacnascccse $ Billions July 261 262 243 

Proprietors’ Incomes ..........s.ssssseeesessees $ Billions July 59 52 58 

Interest & Dividends ............ccscsceeeeees $ Billions July 36 35 33 

Transfer Payments $ Billions | July 27 26 27 

ONION acccciccacsnntssacssnssesanscaceeneeais $ Billions | July 16 16 18 

CONSUMER PRICES ..............sccscccssssssssees | 1947-'9-100 | July 124.9 124.5 123.9 

WII chests ali ca cussnnssescccactanansascninseanstaaiin | 1947-'9-100 | July 119.4 118.9 121.7 

Clothing | 1947-'9-100 | July 107.5 107.3 106.7 

Housing 1947-'9-100 | July 129.0 128.9 127.7 

MONEY & CREDIT 
,. All Demand Deposits* $ Billions | Aug. 112.9 9114.1 109.2 

Bank Debits*—g $ Billions | July 98.1 94.1 84.0 

Business Loans Outstanding— ......... $ Billions July 29.6 29.5 N.A, 

Instalment Credit Extended® ............. $ Billions July 4.1 4.0 3.3 

Instalment Credit Repaid’ ................. $ Billions July 3.6 3.5 3.4 

FEDERAL GOVERNMENT 

IE IIE csscscssasscacsecessessesnsencese $ Billions July 3.2 10.0 2.9 

Budget Expenditures ...... $ Billions July 6.6 8.6 6.6 

Defense Expenditures ..... s «| $ Billions July 3.7 4.4 3.7 

Surplus (Def) cum from 7/1 ..........000 $ Billions July (3.3) (12.5) (3.7) 











PRESENT POSITION AND OUTLOOK 


cross the previous record of 117 
million tons set in 1955. 

It is important to note that this 
steel boomlet, that should run well 
into 1960, will not be particularly 
affected by the present credit 
squeeze. This is not to underesti- 
mate the powers of the Federal Re- 
serve, or the importance of mone- 
tary controls. But the funds to buy 
steel are now accumulating in the 
hands of steel consumers, as they 
liquidate their inventories and build 
up their cash. It might be added 
that implicit in all this is the vir- 
tual certainty that earnings of steel 
companies, after a miserable third 
quarter, will climb sharply in the 
fourth quarter, and set new records 
in the first three months of 1960. 


* * * 


CONSUMER CREDIT AGAIN — it is 
now advancing at a rate of about $6 
billion a year, as new extensions of 
instalment credit climb up to the 
$50 billion range (annual rate). 
Behind the new upward burst in 
instalment debt is an extremely 
high rate of debt formation in the 
automobile market; during the 
summer and fall, buyers of the 
1959 cars make heavv use of credit, 
and in July, automobile paper alone 
was risin® at about $500 million a 
month. The ratio of instalment 
debt repayment to disposable per- 
sonal income — the income that 
must service the debt — is al- 
readv over 13%, and climbing to- 
ward a record 14%. And the 
mechanics of this market are 
such that it takes a long and hard 
neriod of touch monetarv policv be- 
fore the installment lending rate is 
seriously influenced. 
K * * 


FXPORTS AND IMPORTS — there is 
little sign of any important im- 
provement in this area, despite re- 
cent publicity about a “recovery” 
in exports. In June, the latest 
month for which complete statis- 
tics are now available, total com- 
mercial exports were about 3% 
above the greatly reduced level of a 
year earlier; in the same month, 
merchandise imports were more 
than 30% higher. In fact, the mer- 
chandise export gap (excluding 
grant-aid shipments of the Federal 
government) was negative (that is, 
imports exceeded exports) in June, 
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QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY 































































PRESENT POSITION AND OUTLOOK 





In Billions of Doll Ss lty Adjusted, at Annual Rates - - 
* for the first time in a decade. The 
1959 1958 impact of the rising tide of imports 
SERIES — — a Quarter is still felt selectively—in textiles, 
novelties such as jewelry, machin- 
am manent semnut nedientinnii anes aos 457.1 Pood ery, glassware and dishware, to 
ersonal Consumption : 303.9 299.1 . , it i ‘ly a 
Private Domestic Invest. scence 77.5 69.8 61.3 51.3 eae , few. But it hase 9 ly a mat 
Net Exports —1.8 0.9 0.2 1.2 er of growing national concern, 
Government Purch 97.7 97.4 96.5 91.1 and an area in which policy de- 
ae Local te rood po ot 513 | cisions will henceforth be much 
; , ; ; tougher to make. It is becoming 
eae manne 381.1 371.8 366.3 355.0 transparently clear that policies di- 
a & Nontax IID cxtssesescesenserse — = ae ake rected toward building up the econ- 
Consumption Expenditures .............+ 311.5 303.9 299.1 290.9 nomles of other free - world 
Personal Saving—d ...e...ccsssscsssesessseesseee 23.8 23.5 23.7 22.0 countries now mean serious damage 
CORPORATE PRE-TAX PROFITS ............ = 46.5 44.6 336 | to some American industries. 
Corporate Taxes — 22.6 21.9 16.5 >, & * 
oe ne =e pad 17: | BUSINESS INVENTORIES — if you're 
ividen ‘ayments ........ 13.0 12.8 12.0 12.6 > < . 
Retained Earnings ..... .....cssssssessseers _ 11.0 10.7 45 interested in strong parts of the 
} in Ss in . “o’ . 
PLANT & EQUIPMENT OUTLAYS .......... 32.3 30.6 30.0 30.3 ‘ — porter gg ey gente Blt 
. * a , 
THE WEEKLY TREND inventory-sales ratios virtually 
throughout the business sys- 
Week iat Mean Sees tem were in excellent shape; in 
Unit Ending Week Week Ago fact, historically quite low. The rate 
MWS Business Activity Index*..| 1935-’9-100 Sept. 5 | 286.2 285.0 283.9 of inventory accumulation for in- 
MWS Index—per capita* .. ..| 1935-"9-100 Sept. 5 | 2100 2090 211.9 dustry as a whole has stayed sur- 
Steel po gear AES i of Cogadity Sree. 5 at : “J 61.7 prisingly high during the summer 
Auto an ruc roduction.... ousands ept. 12 6 32 in spi O — os > 
Paperboard Production ....... | Thousand Tons Sept. 5 336 324 219 still yet Ape ager strike. But . 
Paperboard New Orders............ Thousand Tans Sept. 5 375 310 316 Stl 11g 11 rate of accumulation 
Electric Power Output”............ 1947-'49-100 Sept. 5 264.2 262.1 235.9 seems to lie ahead once the strike 
a ns are pps Cors _— : rod es is over. Inventory is a clear near- 
ngineering Constr. Awards.... illions ept. — ~4y . “ ™ io. mae 
Department Store Soles...... .... 1947-'9-100 Sept. 5 | 148 139 123 term strength in the business pic- 
Demand Deposits—c...cccssssssee. --. $ Billions Sept. 2 | 60.2 60.8 59.6 ture. 
Business Failures—s ................! Number |__ Sept. 3 308 257 191 











*Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W. Dodge unadjusted data. (¢)—Weekly reporting member banks. (d)—Excess of 
disposakle income over personal consumption expenditures. (e)—Estimated. (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 
centers, (na)—Not available. (r)—Revised. (s)—Data from Dun & Bradstreet. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & 


Exch. Comm., Budget Bureau. 
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No. of 1959 Range 1959 Nov. 14, 1936 Cl.—100) High Low Sept. 4 Sept. 12 
Issues (1925 Cl.—100) High Low Sept. 4 Sept. 12 100 High Priced Stocks ............ 306.7 268.4 293.5 287.1 
300 Combined Average ... .... 492.4 436.9 468.8 458.5 100 Low Priced Stocks ............ 665.9 585.4 626.6 613.2 
4 Agricultural Implements ...... 492.4 356.2 440.0 429.5 5 Gold Mining .......csseeeeseree: 996.6 853.0 903.7 903.7 
3 Air Cond. (‘53 Cl.—100) .... 137.2 117.8 117.8 111.7L 4 Investment Trusts 190.6 174.2 177.9 172.4L 
10 Aircraft (‘27 Cl.—100) ........ 1375.1 1055.9 1068.2 1055.9L 3 Liquor (‘27 Cl.—100) .......... 1624.8 1429.2 1519.4 1474.3 
7 Airlines (‘27 Cl.—100) ........ 1429.4 1079.6 1179.5 1149.5 8 Machinery 563.2 452.4 523.3 510.0 
4 Aluminum (’53 Cli.—100) .... 594.5 392.0 542.8 529.9 DS PRE GORGE cicsccccssssiseicsscienses 396.9 253.1 389.6 382.3 
5 Amusements  ......cccccecsssseeeees: 252.6 200.5 242.9 233.3 | 4 Meat Packing ...........c0000. 267.2 204.4 249.6 239.7 
6 Automobile Accessories ..... 525.8 413.4 505.8 489.7 l 5 Metal Fabr. (‘53 Cl.—100) .. 211.2 181.3 195.4 188.3 
6 Aut bil 128.1 93.7 126.2 125.2 9 Metals, Miscellaneous ....... 409.6 354.2 362.0 354.7L 
4 Baking (‘26 Cl.—100) .......... 41.3 38.7 41.3 39.8 | 4 Paper 1287.1 1170.1 1263.7 1216.9 
4 Business Machines ......... aco Lane 1186.8 1212.9 1186.8L Oe DN, asictssnsisnceionenamescenere 885.5 760.2 776.9 760.2L 
6 Chemicals ............... oo» Caen 692.9 781.2 747.2 21 Public Utilities .......... 365.4 338.3 351.8 345.1 
4 Coal Mining ......... 28.1 35.3 35.3 6 Railroad Equipment .. 104.1 86.9 98.8 95.5 
4 Communications 164.6 187.5 185.8 BP TID scssscrecserssesiees 78.2 71.0 71.7 71.0L 
GE scscisccssessscascrerns x 158.7 164.9 163.4 3 Soft Drinks ... . 103.6 599.8 703.6 674.7 
7 Containers 988.8 1021.8 999.8 Te SI GRD cc nccccescosesionsonseenes 476.4 392.5 468.8 464.9 
6 Copper Mining ...... on . 280.7 319.6 308.5 4 Sugar 144.7 95.2 96.5 95.2 
2 Dairy Products ......... rowee : 138.8 160.3 160.3 RP eneaenenrseeronrerere 863.3 664.7 664.7 672.3 
6 Department Stores 119.1 136.8 136.8 11 TV & Electron. (‘27 Cl.—100) 107.1 65.6 87.1 85.0 
5 Drugs-Eth. (‘53 Cl.—100) .... 475.4 379.5 439.5 423.5 ee 259.6 176.6 236.6 226.0 
6 Elec. Eqp. (‘53 Cl—100) .... 335.3 268.8 324.6 311.3 DS Vire BBO scesccccsessescesss 281.8 216.1 254.3 241.6 
3 Finance Companies ............ 769.7 661.8 726.5 712.1 5 Tobacco ......... 191.5 172.9 186.5 186.5 
TS Te BRI cccassnenescsosscsneness 470.0 406.3 450.1 438.1 3 Variety Stores ............000++ » 363.9 331.4 363.9 357.4 
279.6 247.1 267.9 255.2 20 Unclassif’d (‘49 Cl.—100) .... 284.9 239.8 258.8 254.0 
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L—New low for 1959. 
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SPOT MARKETS—Sensitive raw industrial materials continued to 
exhibit strengh in the two weeks ending September 11. The 
BLS daily index of such materials rose 1.4% during the 
period, but raw foods declined, reducing the gain in the 
over-all index to 0.3%. Among leading raw materials used by 
industry, improvement was widespread, including burlap, cop- 
per scrap, hides, rosin, rubber and steel scrap. Declines were 
confined to wool tops and zinc. The Dow-Jones commodity 
futures index lost 0.29 points to close at 150.95. 

Among commodities in general, farm products and pro- 
cessed foods turned upward in the two weeks ending Septem- 
ber 8, and this accounted for the 0.3% rise in the BLS com- 
prehensive price index. The index of all other commodities 
remained stationary and has been in a narrow range for 
months although it is 1.7% ahead of a year ago. 


FUTURES MARKETS—Commodity futures markets followed di- 
verse trends in the two weeks ending September 11, although 
declines outnumbered advances. Lower prices were registered 
for corn, lard, wool, coffee, cocoa and lead. Only wheat, world 
sugar and zinc managed upturns while others like soybeans 
cotton, hides and rubber, were mixed. 

Wheat futures were slightly higher in the period under 
review. The March option, for example, gained %4 cent tc 
close at 200%, after hitting a high of 2025s, early in the 
month. Exports are holding up well, thus far in the season 
although the Department of Agriculture recently lowered its 
estimate of total exports from 425 million bushels to 410 mil- 
lion. With total demand for wheat not far below available 
supplies, the expected movement into the loan should make 
for a healthy price situation. 
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BLS PRICE INDEXES Latest 2Weeks 1Yr. Dec.6 
1947-1949—100 Date Date Ago Ago 1941 

All Commodities Sept. 8 119.5 119.2 119.0 60.2 
Farm Products Sept. 8 88.3 87.1 93.3 51.0 
Non-Farm Products Sept. 8 128.3 128.3 126.1 67.0 
22 Sensitive Commodities Sept. 11 87.1 86.8 86.2 53.0 
9 Foods Sept. 11 77.6 78.3 86.4 46.5 

13 Raw Ind’l. Materials Sept. 11 94.3 93.0 860 58.3 

5 Metals Sept. 11 98.4 96.7 9.8 54.6 

4 Textiles Sept. 11 79.2 79.5 78.0 56.3 








MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 











1959 1958 =: 1953,«1951 ‘1941 
High of Year 161.4 1541 1622 2154 857 
Low of Year 152.1 1465 479 1764 743 
Close of Year 152.1 152.1 = 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1959 = 1958 = «195319511941 
High of Year 1527 1590 16682154 84.6 
Lew of Year 1442 1472 1538 1748 55.5 
Close of Year 1476 861665 1694 = 84.1 
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The Paper Industry 





(Continued from page 35) 


progress in the market is likely 
to be slow. 
Summary 
Few paper stocks are underval- 
dd in today’s market, yet the 
:stute investor will keep a close 


~ 


ar future. For while earnings 
‘owth has been slow for all but 
e consumer goods producers, 
e virtual end of large scale ex- 
insion programs may cause 
rnings to climb faster than ex- 
ted if the general business pic- 
re remains strong. 

This is especially true for those 
irrowly based companies, such 
; Hammermill Paper, which have 
ed their capital to broaden their 
iterests. Traditionally 
icer of fine papers for office use, 
ie company recently acquired a 
‘oducer of book and other spe- 
alty papers. With the quality 
lammermill label on the newly 
.equired products, sales growth 
x this company could be larger 
1an anticipated. For this year 
owever, about the most to be ex- 
pected is a rebound to about $2.80 
per share from $2.06 in 1958. 
These earnings would still be far 
below the $4.04 earned in 1956, 
however. 

Similarly, Rayonier’s recent suc- 
cess with paper-based textile fi- 
bres and the company’s rapid ex- 
pansion of cellophane output, may 
change that company’s entire 
complexion. Certainly, earnings 
this year will soar sharply above 
last year’s depressed 65¢ per 
share, and may well return to 
above $2.00 for the first time since 
1956. Nevertheless, Rayonier’s 
record is too spotty for comfort. 
We would wait until the new 
trend has been firmly established. 

Thus, in the paper industry we 
have anether example of a bull 
market paradox. Almost without 
exception the companies will do 
etter this year than last. Yet 
t is difficult to envisage most of 
he companies doing well enough 
) justify major price moves from 
heir current levels. 

Over the longer pull, the outlook 
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s bright, so that holders of the | 
etter grade issues can sit com- | 


yrtably. New purchases, how- 
ever, are not warranted. 
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CASE. PAYS 8/6 PROFITS... 
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Because of Product leadership... 


Sales of Case industrial machines have increased over 500% 
in 3 years—ahead of any other major company in the industry. 








J. |. Case Company, Racine, Wis. 
Worldwide Saies and Service 
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Will U.S. Spend Itself Into 
Bankruptcy Through Backdoor 
Spending? 





(Continued from page 17) 


by the back-door process without 
consideration or study by the Ap- 
propriations Committee of Con- 
gress. Their future cannot be 
foreseen. Maybe they will pan out 
alright, maybe future generations 
will have to pick up their tabs and 
write them off to bad debt ex- 
pense. 

Thus far only the back-door 
spending through the device of 
the government corporation has 
been dealt with. The contract au- 
thorization system, now seeming- 
ly halted — but under present 
House-Senate rules capable of re- 
vival—is due analysis. The pro- 

‘gram for which contract authori- 
zations are provided in legislative 
acts (not through the appropria- 
tions process) are highway financ- 
ing, slum clearance and civilian 
airports. Their total for the 1946- 
1959 period comes to $18.4 billion, 
with $16.8 for highway pro- 
grams—$7.2 billion through bud- 
get accounts, $9.6 billion from the 
highway trust fund (currently de- 
pleted). Slum clearance grants 
(1950 through 1959) totaled $1.25 
billion and civilian airports re- 
ceived $335.2 million. The appro- 
priations committees had no pre- 
view of these programs, only the 
rubber stamp duty of providing 
the money after the contracts had 
been negotiated and moved to- 
ward completion. 


National Solvency Endangered 


Thus, under both the contract 
authorization system and the gov- 
ernment corporation system with 
its authorizations to borrow from 
the Treasury, proper safeguards 
against ever-mounting national 
debt and dangerous inflation are 
practically nullified. The back- 
door spending method is of grave 
import, and it is high time Con- 
gress take the steps to eliminate 
this mounting threat to national 
solvency. Congress can do _ it 
through adoption of H. Res. 161 
mentioned in the early part here- 
of. But will Congress do it? 

Objectors to revision of 

House rules to eliminate the 

back-door system of spending 

defend it as an established prac- 
tice now; that a legal right to 
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mittee has been established by 
precedent. Under English com- 
mon law, and under the laws of 
all the States, it is possible to 
gain possession of real estate 
by adverse possession, but there 
is nothing in the rules of Con- 
gress or in the history of those 
rules to indicate that any rule 
of either House or Senate can 
be legally changed by frequent 
violations of it. 


Using Back-Door Financing on 
Foreign Aid 

If a House or Senate committee 
can use the back door procedure 
to finance any new program its 
members desire, there is no rea- 
son why all the other committees 
cannot do the same. There should 
be no surprise if an attempt is 
made in the not-distant future to 
finance the entire foreign aid pro- 
gram by direct borrowing from 
the Treasury, thus avoiding the 
risk of having these funds re- 
duced by the Appropriations Com- 
mittee. There already is precedent 
for such action. The $3.7 billion 
loan to England in 1946 and the 
$60 million loan to Spain in 1959 
were financed by direct borrowing 
from the Treasury. Continuation 
of the system could lead to an end- 
less number of Government pro- 
grams financed by Treasury bor- 
rowings without scrutiny and con- 
sideration of the Appropriations 
Committee of Congress. 

How to Stop Back-Door 
Government Financing 

For the legalistic mind there is 
that now more or less outmoded 
document, the Constitution of the 
United States, which states: 

No money shall be drawn from 
the Treasury of the United States 
but in consequence of appropria- 
tions made by law. 

The multiplicity of bills utiliz- 
ing the back-door method of fi- 
nancing draw large sums of 
money from the Treasury; ergo 
they are appropriation bills; if 
not, the money is being with- 
drawn from the Treasury con- 
trary to the provisions of the Con- 
stitution. The fact seems axio- 
matic. Although these measures 
may be appropriations bills they 
are not being handled as such. 

What is the effect of the back- 
door method of financing? It is 
this: We do not have an adequate 
review by the Congress of the 
funds that are being spent by 








by-pass the appropriations com- 





Federal agencies. Control of these 
funds is taken away from the 
Congress which has the dual re- | 
sponsibility of (1) raising the} 
funds through taxation, and (2) | 
disbursement of those funds? 
through the appropriations pro- ; 
cess, after careful consideration | 
of the necessity for the programs 
for which Federal monies have 
been requested. 

With a national debt of over | 
$280 billion, perhaps as much as 
$50 billion of it amassed through 
back-door raids on the Treasury, 
the time has come for Congress 
to exercise its Constitutional con- 
trol of national purse strings | 
through the appropriations pro- 
cess lest we have a $400 billion 
national debt in two decades. 
It has been the open declaration 
of the Red world that the United 
States will spend itself into bank- 
ruptcy. If this is to eventuate, the 
back door approach to the Treas- 
ury will certainly speed the com- 
ing of that unfortunate day. END 





The Drive Toward Synthetics 
To Provide The World 
With Consumer Goods 





(Continued from page 14) 


used in construction, as exempli- 
fied by the Time-Rockefeller and 
Chase - Manhattan buildings in | 
New York City. A very recent 
milestone was the specification by 
the Southern Railway of Rey- 
nolds-supplied aluminum as the 
basic material for 1205 gondola 
cars, and in an entirely different 
area the oil companies are begin- 
ning to package lubricants in alu- 
minum cans. Aluminum’s light- | 
ness makes it a close rival of plas- 
tics in many areas, while its ex- 
cellent heat and electric conduc- 
tivity bring it into close competi- 
tion with such older products as 
steel and copper in other usages. 


Even Glass is a Basic Competitor 


But the struggle of such youth- | 
ful products as aluminum and 
plastics against the conventional! | 
materials is not likely to be any | 
David-and-Goliath affair. Most of 
the older materials have been able 
to make significant improvements 
or to discover new markets and 
uses. One of the best examples of 
such flexibility in old substances 
is provided by glass. This product, 
although distinct from the modern 
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plastics industry, could be des- 
cribed as the original plastic. As a 
container, its major usage, glass 
has certainly lost ground to plas- 
tics, steel (in soft drink and beer 
cans) and paper (in fibre con- 
tainers for dairy products), but 
the rapidly rising trend of pack- 
aging for all purposes has allowed 
a: least a moderate continuing 
growth in the container field. 
Moreover, the defeat in one battle 
does not mean surrender, and the 
second largest glass container 
yanufacturer, Hazel-Atlas, re- 
ntly “joined” its competitor, 
ontinental Can by merger. 
The more promising opportuni- 
es for glass, however, seem to 
» in the building and specialty 
lds. A recent noteworthy accom- 
ishment was Corning’s intro- 
uction of pyroceram, a tough 
lass ceramic, which has found 
ich diverse application as domes- 
e cooking utensils and missile 
ose cones. Corning is best known 
yy its industrial glass, although 
s Steuben division makes fine 
and expensive!) decorative 
glassware. Both the automotive 
and building industries have re- 
ently been using increasing quan- 
tities of glass, and in construction 
this material also appears both as 
a structural component, replacing 
masonry, and as insulation, where 
it competes with asbestos. The 
most rapidly expanding market 
for glass may be in the textile 
field, where consumption climbed 
from 21 million pounds as recent- 
ly as 1950 to 103 million last year. 
As a textile glass possesses the 
important advantages over natu- 
ral fibers of being fireproof and 
acid, water and fade resistant. 
Except for Owens-Illinois, with 
its one-third interest in Owens- 
Corning Fibreglas, none of the 
glass container manufacturers 
has an identity with the glass 
building companies. Leading 
members of the latter field are 
Pittsburgh Plate Glass and 
Libbey-Owens-Ford. 


Fabulous Developments in 
Textile Field 


The whole textile field, where 
nodern synthetics made their first 
penetration, has been an arena of 
2x citing developments. Rayon 
long ago inflicted a serious injury 
wpon silk, although it remained 
for nylon to administer the coup 
de grace, upon the eve of World 
War II, when American women 
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showed by near-riots at many re- 
tail stores an unmistakable pref- 
erence for nylon-sheathed limbs. 
Subsequently, nylon has been join- 
ed by a flock of new synthetics, 
almost too large to enumerate, al- 
though some of the best known 
are orloa, a wool substitute intro- 
duced by du Pont in 1950, dynel, 
a Union Carbide product difficult 
to distinguish from expensive 
furs, and dacron, also by du Pont, 
closely competitive with cotton. 
The raw material for saran, used 
chiefly for awnings, curtains, up- 
holstery, wrapping and the like, is 
supplied by Dow Chemical. Other 
companies manufacture synthe- 
tics similar to most of these under 
their own trade-names. 
Obsolescence in Synthetics Too 
Just as the cellulosic fibres — 
rayon and acetate — once dis- 
placed silk and cotton, the “true 
synthetics” have threatened 
to displace the former. ‘the battle 
has been particularly hot in the 
tire cord field. Once dominated by 
cotton, this market was almost en- 
tirely captured by rayon. In re- 
cent years nylon has made strong 
inroads, but the rayon producers, 
particularly Industrial Kayon and 
ttayonier, have made a counter- 
attack with their introduction of 
tyrex, a higher-strength cord, 
specitied as original equipment for 
most automobiles this year. Latest 
of all, just a month ago, du Pont 
has struck back with a sharp, 14¢ 
a pound reduction in nylon tire 
yarns, an action that caused an 
immediate drop in rayon stocks. 
Several of the rayon companies 
have, however, been gradually in- 
filtrating the enemy’s camp by the 
development of their own capacity 
in nylon and other plastic fibers. 


Cotton Still Fighting—But Wool 
Needs Oxygen 


In this vigorous battle of the 
synthetics, the natural fibers, cot- 
ton and wool, have been severely 
injured. Cotton, to be sure, re- 
mains the most popular textile on 
a volume basis, with sales still 
running over double those of all 
cellulosic and synthetic textiles 
combined, but it has lost the 


choicest uses and also dropped 
from its former 85% hold on the 
market to around 60% at present. 
Nevertheless, cotton has fought 
some sharp rear-guard actions by 
various aggressive promotions. 
Wool is in a sadder position, and 


with less than 6% of the domestic 
textile market now it looks like a 
definite “has-been”. The strone 
trend toward the use of synthetics 
in carpeting has given wool an 
almost mortal blow. Both cotton 
and wool have been. of course, the 
“beneficiaries” of various overn- 
mental price-propping schemes, 
but such interference with natu- 
ral tendencies has given no more 
than temporary relief and, in the 
long run has accelerated the shift 
to man-made fibers. 


Paper Stages a Comeback 


But the fate of wool and cotton 
should not suggest that all con- 
ventional materials are at the 
mercy of synthetics. One “old” 
product, paper, has enjoyed a phe- 
nomenal boom—finally leading to 
temporary overexpansion of capa- 
city—since World War II, and by 
some methods of reckoning has 
been the outstanding growth in- 
dustry. The universal prolifera- 
tion of record-keeping and ac- 
counting activities has alone been 
an important factor in paper’s 
prosperity, but entirely new uses 
can still be opened up. For ex- 
ample, it would not be impossible 
to see paper used for housing; 
laminated corrugated paper 
sheets should have ample strength 
for this purpose. West Virginia 
Pulp has recently developed a 
stretchable wrapping paper that 
could compete with polyethylene. 
Experimentation is also being 
carried on with throw-away paper 
clothing. The full story on paper 
is covered in full in this issue. 





Wood Holds Its Own 


Wood occupies such a dominant 
role in the building industry, 
which takes 70% of timber output 
and where three out of four 
houses have wood exterior con- 
struction, that it provides an ex- 
cellent target for all competing 
materials to shoot at. Neverthe- 
less, wood possesses many in- 
herent advantages that the most 
ingenious modern synthetics have 
been unable to overcome. The 
limit upon the growth of this in- 
dustry is, in fact, likely to be 
forest capacity rather than the 
market. The relatively few public- 
ly held timber companies, among 
which Weyerhaeuser, Diamond- 
Gardner, Georgia Pacific and 
Rayonier are prominent, also sup- 
ply the paper and rayon indus- 
tries. 
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The Battles of Materials 


It is impossible within a brief 
article to mention, let along dis- 
cuss, all of the basic materials, 
each of which has a romance of 
its own. Steel continues to domi- 
nate heavy construction, but alu- 
minum girders and prestressed 
concrete are nibbling at this mar- 
ket. du Pont’s new delrin also 
aims at the steel market, although 
its cost of 95¢ a pound vs. eight 
cents for steel necessarily consti- 
tutes a formidable handicap. As- 
phalt, a petroleum derivative, and 
concrete have been fighting a 
vigorous private war for prefer- 
ence in the road-building pro- 
gram; whether the recent experi- 
mental completion of one mile of 
coal-base highway raises the spec- 
ter of a third major contender re- 
mains to be seen. Asbestos, with 
its unique qualities as a mineral 
wool, has not ceased to grow in 
popularity although encountering 
increased competition from spun 
glass and plastics. Gypsum, the 
basic ingredient of familiar build- 
ing plaster, is continuing to re- 
place wood in interior construc- 
tion. Several “rare metals” have 
recently carved out niches for 
themselves in important special- 
ized applications, and price reduc- 
tions might make it possible for 
them to invade the markets of 
conventional materials. Copper, 
on the other hand, seems destined 
to continue to lose out to alumi- 
num over the long run. Still other 
materials —ceramics, leather, 
china and the like —have more 
limited spheres of their own, al- 
though each of these is strongly 
threatened by plastics. And so the 
battle of materials will continue, 
on the domestic as well as the 
foreign front, with an advantage 
now for one product and now for 
another. Modern technology has, 
of course, been a powerful aid to 
the new plastics and synthetics. 
Yet, technology is neutral, and 
carefully directed research may 
equally assist the conventional 
materials in improving quality or 
reducing their costs still lower. 
Some of the oldest natural pro- 
ducts, like wood, are almost as- 
sured of a firm market into the 
indefinite future, although it is 
inevitable that their relative role 
in the economy will decline. While 
some materials will undoubtedly 
lose out altogether, the success of 
one new component by no means 
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signalizes the failure of all its 
rivals, for we happily live in an 
expanding economy with a con- 
stant demand both for more ma- 
terials in the aggregate and for 
materials fulfilling more special- 
ized requirements. 

Thus, while the battle is con- 
tinuous, mortal wounds are infre- 
quent, and defeat at one location 
may merely be the incentive for a 
more vigorous assault at another. 
Yet, a high degree of managerial 
competence and flexibility is a 
prerequisite of corporate survival, 
let alone prosperity. This contest 
is a fascinating one for anybody 
to watch, but the investor in basic 
materials of any character should 
assure himself that he has this 
type of management. END 





Important Legislative Gains 





(Continued from page 10) 
The Zooming Rates Of The Twenties 


In a similar situation in the 
early 1920’s, the Treasury was re- 
quired to pay between 5 and 6 
per cent for short-term borrow- 
ings! That is experience, not 
theory! And it also is experience 
that the heavy volume of short- 
terms was held by banks, adding 
in effect to the money supply. 

The country found then, as 
it will find in the next several 
weeks, that in a free economy, 
interest rates are governed 
by the nonpolitical law of sup- 
ply and demand, not by legis- 
lation and caprice. 

And now with the government 
confined to the short-term money 
market it will face stiff competi- 
tion from other borrowers, includ- 
ing small businessmen and con- 
sumers. It can be expected that 
the interest rates will be pushed 
higher and higher as long-term 
money grows scarcer and scarcer. 

What will happen when the 
Treasury perforce must depend 
on short-term financing is ex- 
pressed in the lament of Treasury 
Secretary Anderson, who says: — 

e “We have tried to make 

it clear that under present 
restrictions ithe Government, 
in the management of the 
debt, can actively contribute 
to inflationary pressures by 
being confined to short-term 
financing.” 

® Strange as it may seem, 






influential Democrats in both 
houses favored having the 
Federal Reserve System buy 
government bonds, force in- 
terest rates down and thus 
lower the cost of carrying the 
national debt. This, they said, 
would obviate a change in the 
long-term interest ceiling. 

® The Senate’s leading 
authority on Federal finance, 
Senator Harry F. Byrd, made 
this answer to those col- 
leagues: “It would be calami- 
tous if we tried to solve this 
problem by forcing the Fed- 
eral Reserve System pur- 
chase of more Government 
bonds. This would mean 
printing money. Unquestion- 
ably it would lead to disas- 
trous inflation. 

e “We must be realistic. 
We know interest rates on 
nearly all non-Government 
issues of securities have in- 
creased, and the Government 
must meet the prevailing in- 
terest rates. I deplore this, 
but such is the case.” 

© The logic of the Admin- 
istration’s position has been 
stated and reiterated to no 
effect. But ultimately this 
pressing problem must be 
solved by facing the fiscal 
facts of life instead of play- 
ing politics, for sound reason- 
ing rather than partisanship 
is the answer. The questions 
which remain are how long 
— and how costly will the de- 
lay be? 


Controversial Foreign Aid Program 


Opposing sides lined up on the 
issue of foreign aid this year with 
greater vigor and each with mors 
extensive backing than at any 
time in the past — and the bill 
was finally put through just be- 
fore Congress adjourned, when 
they agreed on a mutual security 
appropriation of $3,225,813,000 
for the year ahead. This was 
$704,182,000 less than the Admin- 
istration had requested, with the 
deepest cuts made in military as- 
sistance and defense support. 

This forecasts a stiff “economy’ 
battle in the next session. The 
fight will then come up, first on 
methods, and then on money. Ii 
progress is made toward encour- 
aging more private investment 
overseas, that will have immedi- 
ate impact on the total appropria- 
tion. But there will be a contest 


THE MAGAZINE. OF WALL STREET 































































ove! 
evel 


i this 


; at 


e A 


tien 
cc 7 
bili 


Cou 
th is 
pip 
spr 
bur 
tior 


cou 
Ey will 












11'S Oo os 


On 


, ove 6 


er 


we weFew 


— 


, ee 


3 


the 


ith 


re 


ny 
il} 
0e- 
en 
ity 
00 
in- 
he 
1S- 


St 












4 
rs 
% 


mH 


ee 








over continued spending in any 
event. 

When new funds were voted 
this year there was $6.6 billion in 
the pipeline: 

$3.9 billion requested by the 

Administration, and destined 

to be not greatly reduced by 

Congress ; $400 million want- 

ed by the Draper “watchdog” 

committee; about $400 mil- 

lion for the Inter-American 

Bank; a call for $1.2 billion 

for the World Bank and 

Monetary Fund; and some 

members of Congress were 

urging $7.5 billion more over 

a period of years for the de- 

velopment funds. 

In balances, in new appropria- 
tion bills, and in progress before 
committees was a total of $22.4 
bi lion! 

Obviously private investment 
eculd not be expected to approach 
this amount. Drawing upon the 
yeline over a period of years, 
s, reading development fund dis- 
bursement, and some participa- 
tion by private resources, prob- 
ably government-guaranteed, 
could work an improvement. And 
will be demanded! 


Giving Away Know-How Hurts 
Exports 


Public and private studies show 
that many countries receiving 
United States loans and funds 
spend the money in countries 
other than this. Cheaper markets! 

In the past 10 years we have 
given away about $30 billion 
worth of equipment and added the 
know-how which resulted in 
creating competitors for our own 
industry with wage rates one- 
sixth of what is paid here. Next 
year could be the year of decision 
on major policies of foreign eco- 
nomic and military aid. The cost 
has grown too great and the 
answer to “How Long?’’, which 
is, “Until the Communist menace 
ceases to exist,” is too indefinite. 

There is nothing in the record 
of debts, or action, in this year’s 
session which gives hope that the 
solons next year will veer away 
from a farm “policy” of produc- 
tion-for-storage. Talk that farm- 
ers are coming to realize that 
niulti-billion dollar price supports, 
soil banks and other similar de- 
vices redound to their disadvan- 
tage and that a “revolt” is in the 
making, is just so much wishful 
thinking. The farm organizations 
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and their powerful bloc in Con- 
gress will be in there pitching 
from the first day of the new ses- 
sion, and they will be backed by 
both political parties, each seeking 
to out-bid the other as a national 
election nears. 

The bill for storage, interest, 
and handling charges for surplus 
wheat, corn. and cotton this year 
will be more than $1 billion. Such 
is the core of today’s national 
agricultural policy. The wheat 
carryover last June was the equiv- 
alent of 450 loaves of bread for 
every man, woman, and child in 
this countrv. By next July the 
stored surplus will have increased 
from 1.3 billion bushels to 1.5 
billion, tying up $3.5 billions of 
your money in wheat alone. 

The technological revolution 
has enabled agriculture to in- 
crease production in the past 20 
years 50 per cent faster than pop- 
ulation has grown. The old price 
support program was built on the 
premise that farm _ production 
could be effectivelv controlled 
through acreage allotments and 
marketing ouotas. The experience 
of 25 vears has proved this to be 
false. There is no wav to enforce 
acreazement allotments so low as 
to achieve market balance at 90 
per cent of parity. For some crops 
we still operate under depression 
and _ war-bred legislation. It 
doesn’t make sense! 


The Farm Subsidy Today 
Is A Disgrace 

testoration of the law of supply 
and demand is the answer but it 
cannot happen overnight, or in a 
vear or two. The inflow of surplus 
has created a vast storage enter- 
prise where billions of pounds, 
tons, bushels, and bales are rot- 
ting away. If industry produced 
millions of automobiles for which 
no market existed they certainly 
would not be stored at govern- 
ment expense with a profit guar- 
antee to the manufacturers, who 
then would be encouraged to re- 
peat the performance of over-pro- 
duction next year and the year 
after that. The producers would 
be told to observe the law of sup- 
ply and demand, or suffer the con- 
sequences. That, they’d do; and 
prosper in the process! The dis- 
tinction? Simple: there is no 
automobile bloc in Congress. 


The Liberals Failed To 
Muster Support 


The “liberals” whose program , 


copied the democratic platform in 
the last congressional election 
fared poorly in this year’s session 
despite the overwhelming major- 
ity held by the demmies. In addi- 
tion to reversal on the labor sur- 
veillance measure they failed to 
make noteworthy headway in a 
federal-aid to schools bill, in a 
vast and ambitious program for 
bailing out industrially depressed 
areas, or in civil rights legisla- 
tion; they were unable, in all but 
one instance, to make their nu- 
merical strength stand up under 
Presidential vetoes; general busi- 
ness recovery robbed them of op- 
nortinity to expand government 
“handouts” and create jobs at tax- 
payers’ expense. END 





India Stands At Idealogical — 
Economic Crossroads 





(Continued from page 23) 


ished steel, from 1.3 million tons 
in 1956 to 4.3 million in 1961; 
> iron ore, from 4.3 million tons 
to 12.5 million; ® coal, from 38 
million tons to 60 million; ®ce- 
ment, from 4.3 million tons to 13 
million: ® and cotton cloth, from 
6.9 million yards to 8.5 million. 

The emphasis in the second 
Plan is, in many ways, very dif- 
ferent from the first. Greater 
stress is laid on heavy industry 
and transport, public sector proj- 
ects receive more emphasis and 
allocation for development of 
small-scale industries was raised 
to four times that of the first 
Five-Year Plan. 

The Indian government, in a 
general summary issued Aug. 21, 
1959, had this to say concerning 
the country’s success so far in 
achieving a degree of industriali- 
zation which eventually would rec- 
tify its chronic unfavorable bal- 
ance of payments position: 

“We are manufacturing a 
wide range of small and medi- 
um engineering and electrical 
goods, including radio receivers, 
sewing machine, motors, trans- 
formers, internal combustion 
engines, power driven pumps, 
machine tools, cycles and tele- 
phone equipment. 

The establishment of the lo- 
comotive industry is another 
important achievement; the 
construction of ships is another 
line in which considerable pro- 
gress has been made and the 
foundations have been laid for 
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an automobile industry. 

A variation of machinery 
items, including cotton textile 
machinery and sugar machin- 
ery, are already being produced 
and the number of such items 
is steadily growing. Similarly, 
the capacity of a number of 
heavy chemicals is expanding. 
“Of late India has started pro- 

duction of items like penicillin, 
pumps for fuel injection equip- 
ment, plastic emulsion paints, etc., 
and many of our products are be- 
ing exported abroad. thus giving 
us every hope that the balance of 
trade would be favorable in years 
to come.” 

India’s unfavorable trade hal- 
ance presently runs close to $300 
million per year. The gap is filled 
by borrowing abroad. India has 
received some aid from Commun- 
ist bloc countries but it is on a 
much smaller scale than Western 
investment and credits. The Rus- 
sians recently dangled tempting 
bait in the form of a large-scale 
credit offer but the Indians are 
warily checking to see what the 
strings are. 


Private Investment Capital Sought 


The Indian government active- 
ly solicits private investment from 
abroad, particularly from the 
United States. It originally set a 
goal of $210 million in private 
foreign investment for the second 
Five-Year Plan but now is seeking 
a greatly increased flow from this 
source. 

American private investment in 
India has more than doubled in 
the past three years. It now totals 
about $250 million. compared with 
little over $100 million three years 
ago. 

Although British capital still 
comprises by far the largest por- 
tion of foreign investment in In- 
dia, it is significant that U. S. pri- 
vate capital now is flowing into 
India at a faster rate than Brit- 
ish capital for the first time in 
history. 

The two largest private Ameri- 
can investors in India are two oil 
companies, Stanvac and Caltex. 
They are engaged in refining and 
also in exploration. 

The principal factors apparent- 
ly holding down American private 
investment in India so far are the 
incredible red tape and the uncer- 
tainty among U. S. businessmen 
concerning long-range Indian poli- 
cy toward foreign investment. 
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But some U. S. economic ex- 
perts believe that American busi- 
nessmen and investors have been 
overly cautious in assessing the 
Indian situation. 

They declare that the Indian 
Government, although it has laid 
down restrictions regarding areas 
available for foreign investment, 
actually is very “pragmatic” when 
it comes to considering individual 
cases. 

There is no general law in India 
governing foreign investment. 
The government, in an Industrial 
Policy Resolution of 1956, re- 
quired that 17 basic industries, 
including defense equipment, 
atomic energy, iron and steel, air- 
craft, and the like be developed 
in the “public sector’—that is, in 
joint ventures in which the gov- 
ernment would have the control- 
lina voice. 

But actually the terms of this 
resolution have been suspended in 
some cases where the government 
believed it was to the benefit of 
the economy to do so. 

The Indian government guar- 
antees against nationalization 
without compensation. It also has 
worked out with the U. S. an 
agreement against double taxa- 
tion. 

When the Indian government 
screens foreign investment pro- 
posals, it generally applies four 
basic tests requiring that: 

1. The proposal involve manu- 
facture; 

2. It should increase productiv- 
ity in an important field; 

3. It should save or earn fore- 
ign exchange; and 

4. The enterprise to be estab- 
lished should impart technical 
skills and create employment. 


Points of Conflict for the Investor 


Most complaints of American 
investors concern delay in approv- 
al for a project, which must come 
from the Indian government in 
the form of a license to manufac- 
ture. Sometimes such approval 
takes more than a year. But the 
Indian government is trying to 
speed up the procedure. 

The tax situation in India is 
complicated and requires thor- 
ough study before one can determ- 
ine the profitability of any given 
enterprise. 

However, a recent study by the 
Reserve Bank of India claimed 
that the average rate of return on 
investment in India by U. S. com- 


ed locally or by foreigners. The In- 


panies, after Indian income taxes, | 


amounted to 12.8 per cent in 1955, | 


compared with 10 to 12 per cent 7 
average earnings by large corpo- — 


rations in the U. S. 

India is giving priority to the | 
following industries when it con- 
siders applications for private in- 
vestment: 

Fertilizer; paper-making ma- ! 
chinery; 


mining industries; cranes, dies- | 
el engines and compressors; 


testing and laboratory instru- | 


ments; aluminum; wireless and 

electronic equipment; pulp for 

rayon and paper; automobile 
accessories; tractors; 
moving equipment and atttach 
ments; printing machinery 
wood-working machinery; dye 
stuffs; drugs not already in pro 
duction; plastic raw material: 
and synthetic rubber. 

The U. S. Department of Com- 
merce, in a recent publication as- 
sessing the marketing advantages 
arising from manufacture in In- 
dia, said: 

> “Owing to the foreign ex- 
change shortage, which may con- 
tinue for many years, India is | 
obliged to restrict imports of 
many commodities. By the estab- 
lishment of a local manufactur- 
ing plant, U. S. companies can 
gain access to this market, which 
will become increasingly impor- 
tant as living standards rise for 
India’s population of aimost 400 


machinery for the | 
chemical, textile, cement and — 


earth- | 





million. Manufacturing facilities 


in India may also be a practical | 


means of serving markets in some 
adjacent countries. 


& “In addition, India provides 
protection to infant industries, re- 
gardless of whether they are own- 


dian Tariff Commission not only 
recommends levels of tariff pro- 
tection but also many other meas- 
ures necessary to ensure satisfac- 
tory development of new indus- 
tries such as rail priorities and the 
— of controlled commodi- 
ies. 


In Conclusion 


U. S. officials say that, all in all, 
India offers good prospects for 
long-range investment of Ameri- 
can capital, particularly for those 
firms which may be willing to un- 
dertake joint ventures with In- 
dians. 

But the prospects for profitable 
U. S. capital investment—within 
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the framework of the broader 


question of India’s ability to con- 


tinue her steady progress toward 
the bright goals of 1976—depend 
to a great extent on the ability of 
Nehru and his government to 


non-productive efforts. 
Nehru, whose economic ad- 
visors are usually far more real- 


' istic than his political soothsay- 


ers, undoubtedly recognizes this 
as he seeks to patch up the quar- 
rel with Communist China and 
avoid open conflict which would 
wreck the second Five-Year Plan. 

END 





‘aking A Long Look Ahead 
Ahead At The Chemical 
Industry 





(Continued from page 27) 


Union Carbide’s profits per share 
are likely to rise to about $5.25 
per share vs. $4.15 in 1958. Sec- 
ond largest in the chemicals field, 
Carbide supplies basic raw ma- 
terials to a wide spectrum of man- 
ufacturing industries. It also has 
a heavy stake in plastics. On both 
counts, the sales future is highly 
promising so long as general busi- 


ness conditions are favorable. 
Long-term prospects are very 
good. 


As for Allied Chemical, a recent 
revamping of the management 
structure, coupled with srowing 
stress on new product develop- 
ment, strengthens the company’s 
position. Earnings per share are 
expected to approximate $5.20 
this year, compared with $3.41 in 
1958. 


Dow Chemical has recently com- 
pleted a series of major expan- 
sions, is in a fine position to capi- 
talize on growing demand in a 
number of lines. This company 
could well be on the verge of big 
earnings betterment. Dow’s earn- 
ings per share rose to $2.39 in the 
year ended May 31, 1959, from 
$1.78 in fiscal 1958. Indications 
point to some betterment in the 
current fiscal year. 


Monsanto Chemical, another 
broadly diversified (plastics, pet- 
rochemicals, fibers, heavy chemi- 
cals, ete.) producer, will likely 
show earnings of about $2.30 per 
common share this year, com- 
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pared with $1.55 in 1958. Largely 
as a result of mergers and joint 
ventures (eg., fiber-producing 
Chemstrand Corp.), Monsanto has 
enjoyed exceptional growth and 
diversification. Long-term pros- 
pects are for continued growth. 


Olin Mathieson’s heavy invest- 
ment in aluminum capacity could 
result in marked improvement in 
the company’s profit picture in the 
years ahead. Capital costs of alu- 
minum expansion were largely 
debt-financed by loans running 
into hundreds of millions of dol- 
lars. Starting-up costs of these 
facilities are now absorbed, how- 
ever, and Olin Mathieson’s earn- 
ings per share should approach 
$2.20 this year compared with 
70c per share in 1958. The com- 
pany’s borane fuel plant was re- 
cently shut down, owing to the 
government’s termination of this 
phase of the high-energy fuel pro- 
gram. Sufficient time will be re- 
quired to consolidate various ac- 
quisitions and expansion pro- 
grams of recent years. 


American Cyanamid should ex- 
perience moderate growth in the 
year ahead. Since its sales and 
profits include those of Lederle 
Laboratories, performance will be 
determined to an appreciable de- 
gree by the state of the ethical 
drug business. Imminent: intro- 
duction of a live polio vaccine by 
Lederle. American Cyanamid re- 
corded a profit of $2.07 per share 
in 1958; profit is tentatively esti- 
mated at $2.55 per share in 1959. 


Hercules Powder’s earnings per 
share may come to about $2.70 
for 1959 vs. $2.04 in 1958. Hercu- 
les’ solid position in industrial ex- 
plosives, naval stores, cellulose and 
paper chemicals, plus its activities 
in the newer areas of polyethy- 
lene, polypropylene and solid mis- 
sile propellents, promise good 
growth. Stock price took a major 
leap earlier this year. 


Atlas Powder, another company 
with sales comprised of chemicals 
and explosives, is moving more 
deeply into the chemicals area. At- 
las will earn an estimated profit 
of $4.40 per share in 1959 vs. 
$3.80 in 1958. 


Food Machinery & Chemical Corp., 
which has steadily and success- 
fully broadened its chemical inter- 





est in recent years, looks like a 
good bet for long-term growth. 
Earnings per share should come 
close to $3.00 this year vs. $2.39 
in 1958. 


American Potash & Chemical, U.S. 
Borax & Chemical and Stauffer 
Chemical, all producers of basic 
boron chemicals, were hurt to 
some degree by the government’s 
recent termination of the once 
highly touted borane high-energy 
fuels program. In no case, how- 
ever, is the damage too severe. 
American Potash also produces 
soda ash and potassium salts. And 
U.S. Borax is a potash producer. 
Stauffer’s performance. more 
heavily reflects sales of other 
products, notably sulfuric acid and 
carbon disulfide. The company is 
also a producer of insecticides and 
herbicides, will soon be in the 
phosphorus business (via merger 
with Victor Chemical Works). 
Stauffer Chemical’s earnings per 
share in ’59 are estimated at 
$2.45, compared with $2.01 in 58. 


Hooker Chemical’s diversification 
effort of recent years should be 
yielding bigger payoffs in the pe- 
riod ahead. Via mergers Hooker 
has considerably broadened a bus- 
iness that once was based almost 
exclusively on chlorine and caustic 
soda. Earnings per share should 
approach $2 in 1959, reflecting a 
far more favorable operating rate 
than that of 1958 when earnings 
per share were $1.43. 

New management could put 
Commercial Solvents back on the 
growth road after a poor record 
of profits in recent years. Based 
on sales and profits thus far in 
1959, the full year earnings per 
share could jump 30c over last 
year’s 52c per share. But this is- 
sue remains speculative. 


Ethical Drugs 


Like their near-relatives in the 
chemical industry, drug producers 
are on a rising sales curve. But 
their profits are not climbing near- 
ly so fast. Intense price competi- 
tion is largely to blame. Despite 
a significant rise in sales during 
the first quarter of this year, 
profits of ethical drug companies 
as a whole were not better—and 
in some cases were less—than 
those of the comparable period 
of 1958. Figures for the first half, 
however, reveal some improve- 
ment over a year ago, for seven 
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of the 10 companies studied. 
On sales of $122.9 million for 


first-half 1959, an increase of 
14.9% over a year previous, Chas. 
Pfizer realized a profit of 11.4%, 
down 1.6% from the comparable 
1958 period. Net per share de- 
clined to 69c in the first 6 months 
of this year, from 71c a year ago. 

Greatest profit decline for the 
half year is shown by Schering & 
Co., whose net per share dropped 
from $1.44 to $1.25; sales for 
first-half 1959 were $39 million, 
a $600,000 gain over a year previ- 
ous. Schering’s drop largely re- 
flects mounting competition in 
steroid drugs. Abbott Labora- 
tories registered a small profit de- 
cline in the first half due to in- 
creased research expenditures. 

These comparisons must be 
tempered by the realization that 
the first half of 1958 was not a 
poor business period for the ethi- 
cal drug industry. Although 1958 
did not see the year-to-year gain 
recorded in the banner year 1957, 
ethical drug makers rang up new 
highs in 1958. All in all, the ethi- 
cal drug industry—unlike the 
chemical industry — experienced 
no recession in 1958. 


Emphasis On Research 

This forcefully points up the 
ethical drug industry’s relative 
freedom from the vagaries of the 
business cycle. Sales respond 
principally to health conditions in 
the U.S. and foreign marketing 
areas; and the introduction of ef- 
fective new drugs. (Foreign sales 
—relatively light taxed—are be- 
coming jncreasingly important in 
ethical drug makers’ financial 
statements. ) 

Thus, the influenza epidemic of 
1957 swelled ethical drug makers’ 
coffers; Diuril, a new heart and 
blood pressure drug, proved out- 
standingly successful for Merck 
last year. While the incidence of 
epidemics cannot be forecast, one 
thing can be said with certainty: 
so long as ethical drug producers 
maintain their traditionally high 
level of research expendiures, the 
outlook for sales growth will re- 
main sunny. Research spending by 
the industry this year should ap- 
proach $200 million, a more than 
$20 million increase over last 
year’s outlay. 

Future new-product payoffs 
may include one or more of the 
following: effective anticancer 
agents, a cold vaccine, psychic en- 
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ergizers, better tranquilizers, spe- 
cific synthetic penicillins, drugs to 
counter heart attacks by reducing 
levels of fatty substances in the 
blood. All are now under study 
in the industry’s laboratories. 
However, these heavy expendi- 
tures may not produce effective 
cures and thus a substantial ele- 
ment of risk is always present. 

Spared from the price competi- 
tion hobbling ethical drug makers, 
the proprietary drug group is reg- 
istering record profit gains on ris- 
ing sales. And makers of propri- 
etary drugs are taking this op- 
portunity to diversify into the 
ethical field, traditionally offering 
higher profit margins. Note- 
worthy in this regard are Bris- 
tol-Myers and Rexall Drug & Chemi- 
cal. 

If the trend continues, the ethi- 
cal drug industry’s profits will 
show only a small gain over last 
year’s. However, dividends may 
be increased in a number of in- 
stances. I doubt whether ethical 
drug stock prices can continue to 
skyrocket (50% gains in ’57 and 
58). A marked price rise early 
this year appears to have discount- 
ed at least near-term growth anda 
more conservative market valua- 
tion would seem warranted, at 
least for some issues. 

This is the outlook for indi- 
vidual drug companies: 

In the first half of 1959, Abbott 
Laboratories registered sales of 
$58.4 million. a 3.1% increase 
over first-half ’58. Profits came to 
$5.6 million, a year-to-year de- 
crease of 4.1%. Foreign sales are 
becoming increasingly important. 
Abbott’s earnings per share 
should come to close to last 
year’s. 

Acquisition of U.S. rights to 
svnthetic penicillins (from Bee- 
cham, in England), purchase of 
hair-coloring producer Clairol, a 
raise in the dividend rate — all 
these bode well for Bristol-Myers. 
The stock, however, seems to be 
overvalued. Stock performance 
over the short run is not expect- 
ed to be high. 


Merck’s sales growth should 
continue during the coming year. 
Although another Diuril cannot be 
anticipated, the company’s new- 
product outlook is good—thanks 
to one of the strongest research 
organizations in the industry. 
Like other ethical drug makers, 
Merck is experiencing a weaken- 
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Schering & Co., strong in anti-) hefty 
histamines and steriod anti-arth-) pega) 
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made the astonishing recovery sais 
from the 1958 recession that the} Noy 
aluminum industry has attained.| jnte: 
The recession caught aluminum} jhe. 
producers with full force. Demand} 99 p 
slid off just when the expansion} of +) 
program was bringing in new pro-| erat 
duction facilities. The operating It 
rate was cutdown below 75 per} ajyn 
cent and older higher cost plants) tajn 
were shut down. Price cutting al-| ate 
though never openly acknowledg-| yea; 
ed was playing havoc with profits. | gym 
The industry had been seriously | |jey 
hurt by the 2-cent a pound price! gym 
reduction instigated in April,| yen 
1958 by Russian sales abroad! and 
which had a chain-reaction in this} they 
country. On top of this was a wage f int 
increase in August, only partially | jis | 
compensated by an 0.7 cent price 
rise. Quite a list to dismay any E: 
but the ever-confident, always op- It 
timistic leaders of the industry. tha 
But in the fourth quarter of | 195 
1958 industrial demand for alu-| dus 
minum turned up and has since} stil 
kept rising steadily and consist-} city 
ently every month through July | ma 
of this year, which established a| ity 
new all-time monthly production} nea 
record of over 179,000 tons and} Jul: 
a total output of primary alumi-} ton 
num for the seven months of} 0° | 
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1,121,600 tons. This was nearly 
30 per cent more than the output 
for the same period last year. 
Producers’ stocks which were a 
hefty 175,000 tons when the year 
began had fallen to 80,000 tons by 
July. The record is the more strik- 
ing because it has all arisen from 
commercial demand unaided by 


' avy substantial puts to the Gov- 
» ernment, which were of substan- 
' tial extent in earlier years. Gov- 
' ernment contracts totalled 323,000 
+ tens in 1958, but come to a nig- 
' gardly 22,000 tons this year. 


While the demand has increased 
progressively to an extent that 
has surpassed the forecasts made 
eirlier in the year by aluminum 
executives, the question is wheth- 


- e) the high shipments in June and 


July did not represent in some 


' part a buildup against the prob- 


ability of a strike that would af- 
fect production the same as steel 
and copper. There may have been 
further hedging against a price 
increase that would follow a wage 
increase, and perhaps with more 
justification than for steel. But 
following the surprising an- 
nouncement by the aluminum 
workers to postpone wage nego- 
tiations until after a steel agree- 
ment had been reached or until 
November 1, there has been no 
interruption to production, and 
the industry is operating at about 
90 per cent of capacity, with three 
of the six primary producers op- 
erating all their facilities at peak. 

It would be surprising if the 
aluminum producers would main- 
tain their present high production 
rate in the second half of the 
year, now that anxiety of con- 
sumers over a strike has been re- 
lieved. Many fabricators and con- 
sumers have replenished their in- 
ventories to satisfactory levels, 
and are unlikely to stock up fur- 
ther. The usual seasonal let down 
in the third quarter will also have 
its influence. 


Excess Demand Plagues Industry 


It should also be borne in mind 
that gratifying as has been the 
1959 record of the aluminum in- 
dustry thus far, the industry is 
still over-built and installed capa- 
city exceeds even the excellent de- 
mand. The present annual capac- 
ity is about 2,335,700 tons, or 
nearly 200,000 tons a month. 
July’s big output of over 170,000 
tons is approximately 90 per cent 
o* this. By the end of the year it 
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is estimated capacity will be up 
to 2.6 million tons, a 46 per cent 
increase over 1956. This figure 
would substantially exceed the es- 
timated 1.9 million tons produc- 
tion foreseen for 1959. The total 
domestic supply, including im- 
ports and scrap recovery, is esti- 
mated to reach about 2.3 million 
tons. Quite certainly no shortage 
of aluminum is in sight. It will 
probably take until 1962 before 
consumption catches up with in- 
stalled capacity at the end of this 
year. Aluminum producers are 
not worried over this. They are 
firm in believing that their ability 
to supply substantial amounts of 
their metal as a result of capacity 
increases may itself stimulate ad- 
ditional markets. 

Certainly they have substantial 
grounds for optimism. Their ma- 
jor markets, building and trans- 
portation, are doing very well. Use 
of aluminum per residence con- 
structed in 1958 is estimated to 
have been 40 pounds. Major alu- 
minum producers expect to de- 
velop homes using 1500 to 3000 
pounds per unit. If good adver- 
tising and hard selling can do it, 
they won’t hesitate to try. Adop- 
tion of the aluminum engine block 
could more than double the pres- 
ent estimated use of some 52 
pounds per car. The hot metal 
arrangement made by Chrysler 
with Reynolds Metals, by which 
molten primary aluminum manu- 
facturer at a nearby plant has im- 
portant possibilities. 

The investing public is quite 
aware of the growth potential of 
aluminum shares, and has aided 
in bidding them up to levels that 
discount their future markets 
rather thoroughly. At present 
prices the stocks offer a nearly 
negligible dividend return, and are 
selling at 25 to 35 price times 
earnings levels. This is not specu- 
lation in the same sense that char- 


acterizes the glamor electronic 
and missile stocks. The solid 
growth is there for aluminum 


shares, and there is only half a 
dozen to choose from, each one of 
which is a giant in its own right. 
No danger that any will fall by 
the wayside. Grand investments 
for your grandchildren, at the 
right price. 
What's Ahead For Zinc And Lead 


If it had not been for the steel 
strike, there is little doubt that 
zinc would be selling today for 





more than the present price of 11 
cents a pound. This price has been 
unchanged since March in spite 
of a steady improvement in the 
statistical position. Stocks have 
been reduced from 206,000 tons in 
March to 182,000 tons at the end 
of July. Shipments increased 
steadily to 102,000 tons in June, 
up about 30,000 tons from the 
monthly average in the first quar- 
ter, and this without the benefit 
of Government purchases for the 
stockpile which were a strong ele- 
ment in supporting the industry 
since 1946. 

The steel strike struck a heavy 
blow to zinc’s most important cus- 
tomers—the galvanizers. Sales of 
Prime Western have been con- 
fined only to those few plants still 
in operation. As a consequence 
galvanized sheets are definitely on 
the scarce list. It is very probable 
that the end of the strike will 
bring a heavy call for zinc when 
the galvanizers resume opera- 
tions. 

As some compensation, sales of 
the Special High Grade, have been 
good, and the price has recently 
been advanced. This metal is in 
keen demand by the diecasters 
for use on the new auto models. 
While aluminum also has accept- 
ance by the diecasters, zine is 
preferred unless the price is sub- 
stantially higher. Zinc for brass 
making, the third most important 
market, has benefitted from bet- 
ter business from the fabricators. 

The lead price has been ad- 
vanced 2 cents a pound and now 
stands at 13 cents against 11 cents 
for zine. This is directly opposite 
to London prices for the two 
metals, where zinc is currently 
selling about 1034, cents a pound, 
while lead sells at 9 cents. It is 
impossible to believe this can con- 
tinue for long. Sooner or later the 
two metals will adjust the differ- 
ential. The chances are that zinc 
in the domestic market will climb, 
while lead will be fortunate to re- 
tain the present price. 

The advance in the lead price 
resulted primarily from strike at 
the mines and smelters of the 
principal lead producers. Zinc pro- 
duction has been less affected. 
Lead purchases were heavy prior 
to the strike, then dropped precip- 
itately thereafter. Apparently 
consumers considered themselves 
well hedged. 

The outlook for zinc consump- 
tion appears better than for lead 


53 


for the next two or three years. 
While zinc supplies are more 
abundant, the markets for lead ap- 
pear to be slipping and can be 
satisfied more easily. What lead 
desperately needs is a new major 
sales outlet. Lead for batteries, 
for tetraethyl gas manufacture, 
and for cable covering, have been 
major markets and little expan- 
sion for them is in sight. In fact, 
lead for cable covering is meeting 
severe competition from alumi- 
num and plastics, and improved 
batteries have a longer life. Pos- 
siblv a new use may be found as 
a shield for atomic reactors, but 
this seems some years away for 
anv substantial tonnage. 
However, Government econo- 
mists are not so pessimistic. They 
expect to see U. S. lead consump- 
tion rise more than 10% over the 
recession level. But they admit 
that the industry will be faced 
with a surplus both here and 
abroad until about 1962. It is esti- 
cut imports and there is consider- 
able political pressure for a high- 
er tariff as well, that would result 
in a 14 or 15 cent price in the do- 
mestic market by 1960-2. It is 
hardly necessary to add that the 
custom smelters are opposed to 
any further restrictions on im- 
ports which are needed for their 
business. Thus there are sharp 
conflicts within the lead industry 
on measures for amelioration. 
Government economists see a 
higher rate of growth for zinc 
than for lead, and forecast a price 
of 1314-14 cents a pound for zinc 
by 1960-2. This sounds reasonable. 
Galvanized zinc sheets in June 
June prior to the strike set new 
all-time records of over 350,000 


tons with demand _ extremely 
strong. 
The principal U. S. zine pro- 


ducers showed substantial gains 
in earnings for the first half of 
the year and barring a long con- 
tinuation of the steel strike, can 
expect to show a gratifying in- 
crease in net for the full year com- 
pared to 1958. It is likely 1960 
will be even better. Not so much 
can be said for foreign producers 
who have to sell on the London 
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market. On the other hand they 
benefit from lower costs and gen- 
erally a higher metal content than 
prevails in U. S. mines. It is like- 
ly that curtailment of mine output 
will take place abroad in order to 
strengthen the price level in Lon- 


don. END 





Oil Equipments 





(Continued from page 37) 


rotary drilling rigs and acces- 
sories, Pacific pumps, and Clark 
compressors and gas_ turbines. 
More recently it has been experi- 
menting with the Russian turbo 
drill. Acquisitions in recent years 
have added well services such as 
logging, perforating, and testing. 
In addition the company’s South- 
western Industrial Electronics 
could be the nucleus of a much 
expanded industrial business to 
supply the company’s own services 
as well as industry in general. 
Dresser has also greatly strength- 
ened its position in the industry 
by rounding out its services to the 
oil and gas field operations, and 
at the same time has converted 
from a strictly cyclical goods man- 
ufacturer to a supplier of expend- 
able goods and services. 

In more normal times this move 
would have permitted a greater 
turnover of capital as well as high- 
er profit margins. However, the 
recession and decline in drilling 
activity have so far prevented this 
improvement from coming about. 
Dresser’s growth record over the 
past ten years have been very 
impressive as was the trend of 
well completions and oil industry 
profits. 

The slowdown in drilling ex- 
perienced in the last couple of 
years and the decline in prices re- 
ceived for equipment and services 
has however, greatly reduced the 
company’s earnings which drop- 
ped by more than 50% from 1957 
to 1958. 

In the first nine months of the 
current fiscal year profits were 
still below a year ago. While drill- 
ing activity is expected to rise 
slowly, prices of the company’s 
products and services will take 
time to recover. Earnings for the 
fiscal year ending Oct. 31, 1959 
are estimated at $2.14 per share 
or the same as in 1958. The recent 
cut in annual dividend rate from 





$2.00 to $1.60 still leaves little 

margin for safety and reduces the © 

yield to 5.0%. Based on the cur- 7 

rent price, Dresser common is sell- 

ing too high at 15 times the esti- | r 
mated earnings for 1959. - 


Halliburton Oil Well 
Cementing Company -—_ 


Next in size and more concen- | Ss 
trated in the oil and gas field serv- § 
ice operations is Halliburton Oil | 
Well Cementing Co. with annual / 
sales of $170 million and a capi- A 
talization consisting of $6 million 
of debt and 3,989,770 shares of For 
$5 par value common stock. The 


company is known primarily for | || ‘here 
its worldwide well cementing serv-| || “ef 
ices which up to the last few years | || three 
had very little competition. Hav- -ario 
ing established itself as a service and 


organization, Halliburton is ex- 
panding its research activities to 
include such well services es 
logging, perforating, testing and | Prog! 
fracturing. A cost control pro- 
gram which also plans better 


*rog! 








utilization of the company’s al- _ 
ready established field offices and 

service equipment is expected to | 
accelerate the company’s recovery Proje 
in profits once the volume of serv- Take 
ice jobs improves. In addition Hal- indu 
liburton is expanding its research ri 
facilities and is pointing these de- tae 
velopments towards greater use of cae 
electronics. With the average well Stoc 
depth increasing, the company’s jes 
well cementing service jobs should pe 
provide higher unit sales. Halli- | des 
burton’s record has been one of Tele 
consistent growth in both sales | wire 
and profits through 1956. Higher Wa: 
1957 sales but at lower prices in re 
the latter part of the year reduced Wes 
profit margins materially. The her 
much lower drilling activity in | nes! 
1958 further reduced sales and) tom 


net income was down 30% from 


1957. x 
The first six months of 1959 /p 
shows a 10% increase in sales and 
a 15% improvement in net profits. o 
For the full year 1959 net earn- 
ings are estimated at $3.75 per | 
share compared with $3.38 in 1958 6 
and $4.80 in 1957. 


Dover Corporation 12 
A newcomer in name only, 

Dover Corporation is a combina-} ,,, 
tion of two well known oil equip- 208 
ment suppliers, W. C. Norris and reac 
C. Lee Cook. In addition Dover has rolls 
added rotary lift and gas heater vy : 
divisions. While still small in size will 
compared with Dresser and Halli- wee 
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‘Salting Down” 138 Points Profit 
-To Be Ready for New Opportunities 








On May 23rd we advised subscribers to take 138 points 
SOUND PROGRAM profit on Forecast stocks that in our opinion had advanced 
FOR 1959-60 to prices where they were amply valued. This included ac- 
. cepting our 300% gain on General Dynamics BEFORE its 

recent sharp sell-off. 

—Then, on June 23rd we recommended Pullman at 63% 
as a stock likely to show INDEPENDENT strength. Now 
after the August-September shakeout, Pullman is 68%, 
— up 5% points despite market decline. 


A FULLY ROUNDED SERVICE 


For Protection— Income—Profit 





there i i ical... , 
lefinite ge ee pot pal Raid —Reynolds Tobacco (recommended at 551.) has split 2- 
han The Forecast. It will bring you weekly: for-1 this year and the new shares are 55% representing 
Three Investment Programs to meet your over 100% profit. 

vari ims . . . with definite advices of wh . - 

aa’ buy por be nag = ee —On August 20th, Southern Pacific increased its dividend 

; and proposed a 3-for-1 split ... and the stock which we 

Program —— o> security ~- recommended at 45 is now 6834, up over 52%. — Beech 
cuties eintantiite, - Aircraft has risen from 26%, to 3134 — while Denver & 

Program 2 — Special dynamic situations for sub- Rio Grande Western has split 3-for-1 so for each share 
stantial capital gains with ‘arge bought at 391%, subscribers hold 3 new shares at 17%, 
dividend payments. — a 35% profit. 

— ——— pony ypettrccte a —Our International Tel. & Tel. has been a 1959 market 
at under-valued prices for sub- leader raising its dividend and splitting its shares 2- 
stantial gains. for-1 so for every share subscribers bought on our 

= © /, 9 

Projects the Market .. . Advises What Action to gpm Penni ig at wot they hold 2 shares at 

Take . .. Presents and interprets movements by [eee esenting 1% pron. 

Se ee aes See eae JOIN IN OUR NEW PROGRAM — LOOKING TO 1960 

roa oC naex. 

Supply-Demand Barometer . . . plus Pertinent By enrolling now you will receive all our new and coming 

Charts depicting our 300 Common Stock Index recommendations as we release buying advices. Once you buy 

. + « 100 High-Priced Stocks . . . 100 Low-Priced them you will have the security of knowing that we will 


Stocks; also Dow-Jones Industrials and Rails 


pa lle rg advise you from week to week in our bulletins just how long 


each stock should be retained—when to take profits and 


Technical Market Interpretation . . . up-to-date A 

data, earnings and dividend records on securi- where and when to reinvest. ‘ 
ties recommended. This supervision is provided for every Forecast bulletin 
Telegraphic Service . . . If you desire we will recommendation so you will never be in doubt concerning 
wire you our buying and selling advices. your position. 

Washington Letter—Ahead-of-the-News interpre- Mail your enrollment today with a list of your holdings 


tations of the significance of Political and Legis- 


a. te (12 at a time). Our staff will analyze them and advise you 


a a a Yr promptly which to retain—which are overpriced or vulner- 
happenings as they govern the outlook for busi- able. By selling your least attractive issues you can release 
ness and individual industries. funds to purchase our new selections and coming opportuni- 
tianlian ties as we point them out to subscribers. 
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of Extra ,, am THE INVESMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 120 Wall Street, New York 5, N. Y. 
6 ae $75 I enclose [1] $125 for a year’s suscription—plus one month bonus 
is Did Wate Ce 0 75 for 6 months’. Service plus two weeks bonus 
12 MONTHS’ SPECIAL MAIL SERVICE ON BULLETINS 
SERVICE $125 Air Mail: $1.00 six months; [) $2.00 00 Telegraph me collect your Forecast rec- 
Plus One Month Free one year in U. S. and Canada. ommendations . . . When to buy and 
ee ee OO $7.80 six months: when to sell . . . when to expand or con- 
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FEDERAL PAPER BOARD CO.., Inc. 
Common& Preferred Dividends: 


The Board of Directors of Federal 
Paper Board Company, Inc. has this 
day, declared the following quarterly 
dividends: 
50¢ per share on Common Stock. 
28%4¢ per share on the 4.6% 
Cumulative Preferred Stock. 
Common Stock dividends are payable 
October 15, 1959 to stockholders of 
record at the close of business Sep- 
tember 29,1959. 
Dividends on the 4.6% Cumulative 
$25 par value Preferred Stock are pay- 
able December 15, 1959 to stock- 
holders of record November 30, 1959. 
ROBERT A. WALLACE 
Vice President and Secretary 
September 15, 1959 
Bogota, New Jersey 

















burton, the company experienced 
a recovery in 1958 rather than a 
decline like most of the other com- 
panies in this industry. Dover has 
a capitalization consisting of $6.8 
million of debt, $393,600 of $5.00, 
preferred stock and 956,890 
shares of $1 par value common 
stock. Sales revenues in 1958 total- 
ed $28 million .A program to im- 
prove the manufacturing effici- 
ency of W. C. Norris and Rotary 
Lift divisions was largely respon- 
sible for the unusual improve- 
ment in 1958. Also the acquisi- 
tion of Shepherd Elevator added 
to sales and profits. In the first 
six months of 1959, sales were 
50% ahead of the 1958 period, 
and net income was up 79%. 
Earnings for the full year 1959 
are now estimated at $2.75 per 
share compared with $2.01 in 1958 
and $1.93 in 1957. The company’s 
well covered $1.20 cash dividend 
provides a yield of 5.0% which is 
considerably above average. 


Reed Roller Bit Company 


Reed Roller Bit Company, one 
of the smaller equipment compan- 
ies, is largely dependent on the 
number of wells completed and 
the level of business activity, since 
its revenues are derived primarily 
from oil field tools and pnuematic 
tools for industrial use. In 1958 
the company had sales of $25 mil- 
lion and a capitalization consist- 
ing of $3.6 million of debt and 
681,500 shares of no par value 














Companies Likely To Pay Extra 
Dividends 
Discussed In Our Issue of 
| October 10 
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common stock. The drop in drill- 
ing activity in 1958 caused the 
company’s sales to decline by 30% 
and a net profit of $1.9 million in 
1957 turned into a loss of $292,- 
000 in 1958. 

So far in 1959 the company is 
still operating at a loss. 

There has, however, been a re- 
organization going on and some 
able executives have been added 
to the firm’s staff and Board of 
Directors thus indicating the de- 
sire of the major stockholders to 
revitalize the company’s business. 
No dividends were paid after June 
30, 1958 and it is unlikely that 
they will be restored until profits 
improve materially. 

Parkersburg-Aetna Corporation 

Parkersburg-Aetna is engaged 
in manufacturing and selling a 
diversified line of capital goods, 
including derricks, pumping 
units. processing equipment for 
the oil and gas industry, and bear- 
ings and miscellaneous precision 
parts for the automotive and farm 
equipment industry. The com- 
pany’s capitalization consists of 
$2.9 million of debt, $600,200 of 
preferred, and 717,464 shares of 
common stock currently quoted at 
$10 per share. Because of the na- 
ture of its business the company’s 
earnings record has been poor. A 
new management team installed 
several years ago stepped up capi- 
tal expenditures in order to make 
the manufacturing plants more ef- 
ficient. Unfavorable business con- 
ditions both in the oil industry as 
well as in general have not per- 
mitted the new management to 
operate under normal circum- 
stances. Earnings of 45 cents per 
share are estimated for 1959 and 
the dividend of 15 cents per 
share is expected to be con- 
tinued. 


Black, Sivalls & Bryson, Inc. 

Black, Sivalls & Bryson is en- 
gaged primarily in the manufac- 
ture and sale of automatic pro- 
cessing equipment for the oil and 
natural gas industries. In addition 
the company manufactures and 
sells automatic controls and valves 
for other industries, steel storage 
equipment for grain and liquified 
petroleum gases, and stampings 
for automotive and appliance in- 
dustries. The company is the lead- 
er in automation systems for oil- 
field equipment at lease sites and 
has a working agreement whereby 
it can manufacture and sell the 


system designed by Shell Oil. 


The company’s capitalization 7 


TT: 


consists of $7.1 million of debt, 
$4.2 million of preferred and 510,- 
250 shares of common stock cur- | 
rently quoted jin the market at 24. 

Earnings for the first half of | 
1959 amounted to 78 cents per 
share after preferred dividends 
which compares with a loss of :9 
cents a year ago. 

For the full year 1959 net in-/ 
come of $2.00 is anticipated ver- 
sus $1.37 in 1958 and $3.16 on 
1957. The $1.40 cash dividend, 
which has been paid despite low 
earnings, yields 5.9% and will 
probably be continued in view of 
the improved earnings. 
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War and The Soviet Union 


Nuclear Weapons and the Revolution 
in Soviet Military & Political Thinking 
BY H. S. DINERSTEIN 
In 1955, the military leaders of the 
Soviet Union came to the conclusion 
that any future war in which they 
might become engaged would differ ra- 
dically from any war of the past. This 
conclusion was a belated one, occuring 


nearly two years after Stalin’s death, | 


but it was one of extreme importance, 
heralding as it did a real revolution 
in Soviet military thought—a revolu- 
tion which should give pause to every 
American citizen. Today, as a result of 
this revolution, the Russians have come 
to grips with the major strategic prob- 
lems of nuclear warfare. 

In this book, H. S. Dinerstein ana- 
lyzes these problems of military strate- 
gy—and the Russian solutions to them. 
This volume contains the first complete 


END 


account of Soviet views regarding the | 


advantage of surprise attack in nuclear 
warfare (an account so revealing that 


a Soviet general, writing in the Sovict } 


Army’s official publication Red Star 


after reading a preliminary article by | 


Mr. Dinerstein in the magazine Foreign 
Affairs, has tried unsuccessfully to re- 
fute it). Here also are set forth the 
Soviet answers to numerous all-im- 
portant military questions. Can a coun- 
try win a nuclear war by being the 
first to strike? Is there profit in such 
a victory? What do the Soviet military 
leaders understand by terms like “pre- 
emptive war” and “preventive” war? 

The answers provided by Mr. Diner- 
stein are based on a painstaking ex- 
amination of Soviet Russia’s press and 
published books, including a brilliant 
analysis of Soviet military jiouvrnals, 
one of which is not even available to 
the general Soviet public. 


} 


War and the Soviet Union is an im- | 


portant book for every thoughtful 
American reader who is concerned with 
the problem of western security. 


Frederick A. Praeger, N. Y. $5.50 
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on \T ake Care of Your Investments Now 


: So They Can Take Care of You Later 


(Important — To Investors With $50,000 or More!) 








Most investors are aiming for financial in- 
dependence . . . whether they hope to arrive 
at their goal in five, ten or twenty years. 


We concur in their confidence that wise 
and timely investment of their capital can 
make this dream a reality ... for despite tem- 
porary readjustments our nation is forging 
ahead in a new era of amazing scientific 
achievement, industrial advancement and in- 
vestment opportunity. 


In 1959 and the coming years, we will 
see marvelous and practical progress in the 
conquest of space, in attainment of plant 
automation, in harnessing of atomic energy 

. with a host of new products, materials 
and techniques emerging. 


These new forces will have profound in- 
vestment significance for they will invigorate 
many companies—but often at the expense 
of less able competitors. TO YOU, as an in- 
vestor, this adds up to an increased need for 
continuing investment research and capable 
professional counsel. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your entire list— 
taking into consideration income, safety, di- 
versification, enhancement probabilities—to- 
day’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account... advising retention of those 
most attractive for income and growth .. . 
preventing sale of those now thoroughly liqui- 
dated and likely to improve. We will point out 
unfavorable or overpriced securities and 
make substitute recommendations in com- 
panies with unusually promising 1959 pros- 
pects and longer term profit potentials. 


Close Continuous Supervision of 
All Holdings: 


Thereafter—your securities are held under 
the constant observation of a trained, experi- 
enced Account Executive. Working closely 
with the Directing Board, he takes the initia- 
tive in advising you continuously as to the 
position of your holdings. It is never neces- 
sary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves you 
of any doubt concerning your investments. 


Complete Consultation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you to 
save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability under the new tax provi- 
sions. (Our annual fee is allowed as a de- 
duction from your income for Federal In- 
come Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of your annual enrollment 
you receive our audit of the progress of your 
account showing just how it has grown in 
value and the amounts of income it has pro- 
duced for you. 








| ull information on Investment Management Service is yours for the asking. Our rates are 
hased on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 


be glad to quote an exact annual fee... 
can benefit you. 


and to answer any questions as to how our counsel 








INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of fifty-one years of service. 
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Fast, efficient handling is essential to the economic processing of low-grade ore. This new conveyor hauls ore out of the Berkeley Pit at the rate of 33 tons a minute.’ 


How new methods yield new treasure 
from ‘the richest hill on earth” 


From Anaconda’s famous Butte Hill in Montana has come 
more than three billion dollars of mineral wealth — 
copper, zinc, manganese, lead, silver and gold. Its fabu- 
lous output of copper — more than has been produced 
by any other district in the world — has given impetus 
to hundreds of new products and new jobs, and con- 
tributed to progress in many fields. 


The ever-increasing demand for copper is a perpetual 
challenge to mining engineers who must devise ways and 
means to handle larger quantities of lower grade ores 
with ever-higher efficiency. An example of how these 
challenges are being met by Anaconda is seen at Berke- 
ley Pit, at the eastern end of “the richest hill on earth” 
in Butte. Here, by open-pit methods, Anaconda is obtain- 
ing low-grade copper ores that could not be economi- 
cally mined by conventional underground methods. 
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These ores occur beneath 250 feet of waste overburden, 
two tons of which must be removed for each ton of ore 
recovered. And more than 150 tons of ore must be hauled 
and processed to produce a single ton of copper. 


Newest advanced facility at Berkeley Pit is the con- 
veyor system shown above. Six separate belt conveyors 
provide a flexible flow of ore from the primary crusher 
in the Pit to storage and loading bins. The system is now 
moving more than 28,000 tons of ore a day, and is de- 
signed to handle substantially larger tonnages. 

The new facilities at Berkeley Pit are just a part of the 
program in which Anaconda is continually applying more 
than 60 years’ experience, not only to the development 
of new copper sources, but to meeting the expanding 
needs of industry for more and better products in the 


entire nonferrous metal field. 
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ANACONDA 


PRODUCERS OF: COPPER: ZINC - LEAD: ALUMINUM: SILVER 
GOLD - PLATINUM - PALLADIUM - CADMIUM - SELENIUM + TELLURIUM 
URANIUM OXIDE » MANGANESE - ARSENIC - BISMUTH - INDIUM 











